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PROMISES, PUNISHMENTS AND PERFORMANCES 
IN CHINA 


The Chinese people were given a very variegated 
diet of promises, punishments and performances in 
the interval between the Christmas and New Year 
holidays. The promises were all given the presum- 
ably dazzling label of “equalling or surpassing 
Britain” in the production of steel and certain other 
basic commodities, such as coal. It was as ingenious 
a device as the Soviet choice of the United States as 
the target to be equalled in a few—but of course not 
by any means in all—forms of production. Neither 
of the two people is likely to be swept into the 
Seventh Heaven of Delight by this illusionist per- 
formance. The Russian people are still asking 
where they and their normal needs come into the 
picture, while the Chinese realise that even if the 
present regime produced just as much steel and coal 
as in Britain within the next five or ten years, by 
that time the British will be getting more power 
from the atomic stations than they get at present 
from coal! Moreover, they know that it takes a lot 
of production, far more than all Asia combined, to 
provide a standard of living for the 600 million now 
equal to that of the 50 millionin Britain. Of course, 
the Communists do not explain this, for obvious 
reasons. 


Nevertheless there is an assurance that more 
will be attempted in the second than was achieved 
in the first five year plan, though detailed targets 
have yet to be determined—they depend so much on 
agricultural production and that in turn depends 
very much on the way co-operativization goes and 
the way the weather behaves. But there is no mis- 
taking the ruthless determination with which the 
Party leaders themselves face the task they are 
setting the people. There is a hard-faced militancy 
now which resembles the aggressive period of the 
earlier years of the regime. But if the detailed 


targets are yet to be laid down, the approximate 
amount to be spent in the second five years has been 
hinted at in the broadest figures. Even that seems 
to be more of a guess than a definite and positive 
figure. 

As reported by the official Chinese news agency, 
it seems that the Government plans to invest some 
1,500 million taels of gold in the second five year 
plan, which started on January 1, 1948. The sum 
would seem to be represented by some £24,000 
million, and the estimate was derived from a remark 
by Premier Chou En-lai, who had indicated that 
investments might be even greater than now anti- 
cipated. It was claimed that State productive assets 
in 1957 was 61.4 per cent greater than that of five 
years ago, and that total industrial production in- 
creased by 123.4 per cent in the first five year period ; 
while total agricultural production increased by 26 
per cent over the poor year before the five year plan 
began. 

What it is difficult to put across is the idea that 
standards of living are rising and that China is a 
far better and more prosperous country now than 
it was ten years—or twenty years—ago, when it is 
now harder than ever to get some of the basic com- 
modities and when China is now the most rationed 
of all countries, though even in wartime she was free 
from queues and rationing. The authorities and 
the propagandists are not always as patient as they 
should be in explaining that you cannot create vast 
industries without paying for them. It is all the 
more difficult because so much has been said about 
the selfless sacrifices of the Soviet brothers that the 
people had almost become convinced that the 
Russians were paying for all these industrial 
luxuries and that the Chinese were getting them free 
gratis and for nothing. This time even the Army 
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is to suffer major cuts in expenditure—or so Vice- 
Chairman Chu Teh promised on December 29—in 
spite of the belief that China’s passion for heavy 
industry was mostly related to matters of defence. 

The pronouncements came a little nearer Hong- 
kong when they included the report from Canton 
that local shipyards are building docks to accom- 
modate 10,000-ton ocean-going ships, in anticipation 
of the arrival of more foreign ocean-going vessels. 
It was also stated that Dairen shipbuilders are now 
constructing a 5,000-ton cargo ship. The statement 
that this will be the biggest ever built in China is 
absurd. China’s chief shipbuilding enterprise, the 
Kiangnan Dock and Engineering Works in Shanghai, 
built four ships of 14,750 tons displacement each, 
for the U.S. Government Shipping Board, when many 
of the Communist officials were in swaddling clothes 
—they were all delivered by 1921. 

But it is probably true that the Dairen yards 
were never used for the construction of ocean-going 
ships during the Japanese regime—they preferred to 
make them in their yards in Japan. Now a large- 
scale expansion is under way at the Dairen shipyard, 
with the aim of building ocean-going liners and oil 
tankers. Work on a freighter of 13,400 tons is to 
begin in the new year. Factories in China can now 
make both steam and Diesel engines for shipping 
and Dairen says that it may even be able to get the 
turbines for the big freighter in China, which is now 
beginning also to produce electrical equipment, 
meters and instruments for ships, while ship-plates 
will come from Anshan. 

The performances also include the setting up 
of a series of new industries now turning out a wide 
range of goods from aircraft of a sort to steam 
turbine generators, precision intruments and meters, 
special alloy steels, carbon electrodes for the 
metallurgical industry, electrolytic aluminium, new 
plastics and radio and wired tele-communication 
equipment. Many of the 450 major industrial pro- 
jects completed in the first five year plan are the 
first of their kind in China. Scores of different 
machine-building enterprises now exist where before 
liberation there was no real machine-building indus- 
try, only several works for the repair and assembly 
of imported machine parts. Even before the first 
five year plan, incidentally, private enterprise, either 
domestic or foreign, produced 180 grades of steel 
and 400 specifications of rolled steel. Apart from 
Shanghai, the Japanese had developed industry on 
a large scale in the Anshan-Fushun-Mukden network. 
But neither in volume nor in variety did the indus- 
trial structure at the end of the war compare with 
the present set-up on which thousands of millions 
sterling has been expended, mostly at the expense of 
consumption and with capital and assets confiscated 
from the foreign and domestic entrepreneurs, whose 
total value must have been fairly close to the amount 
spent on new industry. 

It is admitted that agricultural growth lagged 
far behind industrial development, and it is this 
crippled condition which the next five year plan is 
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primarily designed to correct. And in order to 
enable China to adopt a clean, two-legged gait instead 
of the dot- and carry-one strides, an enormous effort 
is to be made, by double-cropping where there is only 
single cropping, and treble cropping where the 
double system applies; by extensive irrigation and 
drainage; by the manufacture of a variety of imple- 
ments not copied from Russia and other Communist 
States whose topographical conditions are totally 
dissimilar but designed solely for the peculiar local 
conditions as the beginning of mechanization; and 
finally by a widespread advance on the hilly regions, 
both for cultivation and for the raising of fruit trees 
and similar crops. The most spectacular of all the 
plans is the projected migration into the hills and 
mountains and the efforts to conquer at long last 
the greatest evil from which China has suffered for 
centuries—the barren, desolate loess lands. These 
stretch for vast areas on both sides of the southward- 
flowing, middle reaches of the Yellow River, and 
pour vast volumes of mud into the great river 
systems north of the Yangtze during the period of 
heavy rains, raising the riverbeds until they are, as 
in the case of the Yellow River, above the surround- 
ing plains, and so choking the rivers as to cause 
repeated and devastating floods. 


The punishments are characteristic of Com- 
munist regimes. The vast number of dissident 
Communists, secret police leaders, kulaki, and 
intellectuals despatched to the depths of Siberia will 
probably never be quite known. Climatically China 
has a pretty useful equivalent in the bitter cold of 
north Heilungkiang and Chinghai, and the severity 
of Kansu and north Sinkiang. But it is quite enough 
to send city-bred intellectuals, unaccustomed to the 
kang but fully accustomed to modern sanitary con- 
veniences unknown in the immemorial village, into 
the countryside to make them realise just how big 
a job has to be done and how wrong it is to criticise 
the peculiar and God-given wisdom and powers of 
their rulers. 


A few months ago, in the early days of the high- 
flown disquisitions on Contradictions and on the 
ideological issues raised by the Dictatorship of the 
Proletariat at the time of the Hungarian risings, it 
was suggested that Chairman Mao Tse-tung might 
be leading the satellites, and even the Soviet Union 
itself, on to a new and more enlightened path of 
freedom of expression. A month’s use of that free- 
dom convinced the Communists that such freedom 
could not be tolerated without involving the risk of 
their elimination. But it soon became apparent that, 
intentionally or otherwise, the blossoming and con- 
tending was a deception and a snare, and the reaction 
directed by the Party machine was crushing. On 
December 28 Moscow felt able to re-affirm, what 
Peking had been reiterating again and again since 
the Leftists denounced the Rightists, that Centralism 
and Party unity were the keys to Communist 
strength. “The Communist Party can be strong 
only by being implacable towards everything that 
produces dissension into its own ranks,” said Radio 
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Moscow. “Throughout the whole of its history our 
Party has resolutely opposed all such attempts and 
smashed factions.” 


Orwell’s Big Brother has re-appeared on the 
scene, larger than ever, but perhaps still a little 
shaken by the lesson taught in a few weeks of free 
expression, when the people’s tongues were loosened 
and they could say for once just how passionate is 
their devotion! 


Meanwhile dissident intellectuals, University 
Presidents and Vice-Presidents of all the major 
universities and higher institutions—whose dismissal 
Was announced in an unparalleled list recently— 
millions of school children and young people who 
were permitted neither to resume their studies nor 
to take jobs in the Government institutions or enter- 
prises in the main cities, demobilised soldiers and 
the families of officers, were all sent into the rural 
or remote areas. It is a movement not merely back 
to the farm but into the unpopulated places. Premier 
Chou En-lai described it all as a nation-wide move- 
ment to temper and remould the intellectuals: to put 
them through the same mill ag the Communist 
leaders themselves had to experience, though from 
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necessity not choice. On December 29 the Party 
proclaimed that the rectification campaign had ended 
and that all rightists and counter-revolutionaries, 
critics, and many other redundant people had been 
disposed of. The class struggle could therefore be 
relaxed awhile and everybody could get back to 
solid work. 

This was announced by the Chekiang First 
Secretary Chiang Hua after the dismissal of the 
Chekiang Governor Sha Wen Han, and three of his 
senior aides, who were expelled from the Party 
earlier in December. Whether the relaxation applies 
to the country at large is not yet clear. The charge 
was that the four high officials—Governor, Vice- 
Governor, Provincial Prosecutor and Trade De- 
partment Chief—were “bourgeois individualist 
extremists and therefore the root of all evil.” 
Various others have been attacked again in the North, 
such as Lo Lung-chi, Chang Po-chun, and Chang 
Nai-chi, mostly because they had not shown enough 
penitence. But the upshot of it all is that great 
numbers of educated and able people have been 
forced out of their posts and sent to the rural areas, 
where a tremendous battle is now to be waged for 
far greater production and development. 


THE TAIWAN PROBLEM AND ITS SOLUTION 


By Khu Eng-Han 


The Taiwanese and the Japanese people were on close terms 
in the past. Taiwan was a colony of Japan for exactly 50 years, 
a mere twinkling of the eye in the long history of mankind but 
an important period for the people on Taiwan. The ancestors 
of the seven million people who are now called Taiwanese 
originally came to the island from the provinces of Fukien and 
Canton on the mainland of China opposite Taiwan—this was long 
before the island was occupied by Japan. When Taiwan was 
ceded to Japan in 1894 as a result of the Sino-Japanese War, the 
Japanese Government gave its people the choice of moving to 
the mainland, remaining on the island or becoming Japanese 
subjects. The descendants of those people who chose to remain 
on the island are the Taiwanese of today. 

The Japanese rule of Taiwan was no showpiece of exemplary 
colonial government. It was more police administration than 
anything else, but objectively speaking, the economy of the island 
today would have been no further advanced than conditions 
prevailing, say, now on Hainan Island if it had not been for the 
Japanese. Japan’s colonial policies were hard to bear—the 
patronizing proclamations of benevolence, the forcible propaga- 
tion of the Japanese language and the attempt to make a docile 
and obedient “Imperial people” out of the Taiwanese. It is also 
true, however, that these policies did serve to spread education 
and raise living standards’on the island. It was during this 
period that what has been called the Taiwan spirit was formed 
—traits and characteristics which mark the Taiwanese and dis- 
tinguish them from the mainland Chinese and the Japanese. 

When Japan was forced to relinquish its hold on Taiwan 
after the war, the Taiwanese felt as if a heavy burden had been 
lifted from them. This feeling came, not from any Japanese 
maladministration, but from the sentiment that government by 


another race, however benevolent and efficacious, is less desirable 
than even privation and incompetence under the rule of one’s 
own kind. The Japanese Government on Taiwan had prohibited, 
as part of its colonial policy, the natives from crossing over to 
the Chinese mainland. This separation of the Taiwanese from 
the mainland had the natural result of increasing their desire 
to see their ancestral homes. This yearning to cross over to the, 
mainland became part of Taiwanese tradition and sentiment. It 
was not long after the end of Japanese rule before the Taiwanese | 
were made to realize with a vengeance that this sentimental 
yearning for the mainland did not accord with harsh reality. 
General Chen Yi-i was sent to Taiwan by the Nationalist govern- 
ment to take over administration of the island. His administra- 
tion, even for a Nationalist administration, was notable for 
harshness, incompetence and corruption. Taiwanese senti- 
mentality about the mainland got a rude shock. 


Chen’s Taiwan policy was, in two words: get rich. His 
method of enriching himself. at the expense of the Taiwanese 
people was similar to the way Chinese warlords had feathered 
their nests on the mainland. They regarded the government as 
a kind of family business and crammed their relatives and hench- 
men into profitable official positions. An American correspon- 
dent who visited Taiwan after the war was prompted to say that 
during Japan’s reign 100% of government jobs were occupied 
by the Japanese but now 120% of the posts were being held by 
mainlanders (the Chinese from the mainland). Chen Yi-i and 
his henchmen worked the presses day and night to print paper 
money with which they bought up Taiwan’s sugar and rice and 
shipped to Shanghai. This started a sinister spiral of inflation 
which by August 1948 had reduced the island’s currency to one- 
forty thousandth’s of its former value. It gave rise to the 
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startling phenomenon of the natives not having enough to eat 
on an island that produces 45 million bushels of rice a year. 

Production slowed ‘down in Taiwan’s factories, unemployed 
filled the streets, and teachers and other government workers 
went unpaid for periods as long as two to three months. Unable 
to find any other kind of employment, I had taken to teaching 
but quit after two months, convinced that it was better to be 
unemployed than an unpaid employee. 

The island-wide rioting which broke out on February 28, 
1947 had long been smouldering in this rubbish pile of social 
rot and political corruption before it burst into flame. The 
uprising itself was sparked off when an official shot and killed a 
Taiwanese during a raid on cigarette black marketeers. Incensed 
Taiwanese attacked the government’s Tobacco Monopoly Bureau, 
occupied the broadcasting station, and surged in a mob to the 
Chief Administrator’s Office to demand punishment of the man 
responsible for the killing. They also demanded that popular 
elections be held for the head officials of prefectures and cities. 

Chen, pretending to yield unconditionally to the natives’ 
demands, secretly sent a cable to Chiang Kai-shek asking rein- 
forcements be dispatched from Shanghai. The tide of events 
turned overnight. Nationalist troops arrived in Taiwan and 
went on a wild rampage of extermination in which over 10,000 
Taiwanese were killed. 

Taiwanese living in Shanghai sent a delegation to Chiang in 
Nanking, with pleas for the removal of Chen from his post and 
of self-rule for Taiwan. Chiang, who had no way of knowing 
then that he and his government would be finding refuge on 
Taiwan two years later, is said to have ordered complete sup- 
pression of the revolt, fearing that any degree of clemency to- 
ward the Taiwan rioters would only encourage rebellion in other 
Nationalist-held areas. Chen, however, was dismissed from his 
post but was soon appointed governor of Chekiang Province. 
There, he attempted to persuade General Tang En-pao to rise 
against the Kuomintang government. The attempted plot was 
exposed by Tang himself. Chen was taken to Taiwan and 
executed by a firing squad. His execution in the land where he 
had perpetrated mass murder was ordered by Chiang who was 
trying to appease the Taiwan natives by this gesture. 

Chen’s successor on Taiwan was Wei Tao-ming, former am- 
bassador to the United States, who was given the title of Chief 
of Province. The new appointment did not mean any new 
measure of self-government would be granted to the natives. 
Chinese rule of Taiwan remained unchanged. The Taiwanese 
gradually lost all hope of gaining back their former mode of 
life. They began to despair of ever being able to live in harmony 
with the Chinese on the island. In the development of their 
traits and outlook and in their way of thinking, the gulf widened 
between the two peoples. 

* * * * 


I cannot of course tell what course history will take for 
Taiwan in the future but if Taiwan and the Chinese ‘mainland 
should, as they did in the past, be forced to go their: separate 
ways, this turning point in the relations between the two peoples 
will be regarded as being of more significance than it is now. In 
the long view, this will be a matter of regret for both the 
Taiwanese and the Chinese, but politics are decided by might and 
self-interest. Necessity is a hard master. 

On the division between the Chinese Communists and Na- 
tionalists, it is idealistic prattle to say brothers must be friendly 
and stick together. Quarrels between brothers are often more 
bitter and fierce than those between strangers. If a reconcilia- 
tion cannot be effected, the family must split up. This is what 
happened when the Anierican colonies broke off from England 
to go their separate way. 


The reason I have devoted so much space to conditions on: 


Taiwan before and after the war is that I do not think the issue 
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of Taiwan today can be understood without some background 
knowledge. In considering any problems about Taiwan, Chiang 
Kai-shek and the Taiwan natives should not be lumped together. 
On Taiwan there does exist besides Chiang and the Americans, 
the Taiwanese people themselves. 


In a world where might is right, it is probably of little value 
to discuss the finer points of international law but in developing 
my story I must refer to the legal status of the Nationalist 
Government on Taiwan. 


There is a story told by political reporters, which of course 
has not been authenticated, that when Roosevelt, Churchill and 
Chiang met in Cairo in 1943, Chiang asked Taiwan as his price 
for resisting military aggression. Churchill is said to have asked 
him why he did not simply use his troops to invade and conquer 
the island. 


Japan’s unconditional surrender was brought about princi- 
pally by the military might of the United States, and Chen’s 
occupation of Taiwan was made under the mandate of the Allied 
Powers. This is shown in the title given Chen—Chief of the 
Administrator’s Office. The title of chief administrator was 
subsequently raised to that of chief of province to strengthen 
China’s claim to Taiwan. 


During this period, however, the power of the Chinese 
Communists on the mainland grew steadily. Repeated attempts 
at a Kuomintang-Communist compromise settlement failed and 
in May 1949, Chiang took refuge on Taiwan. In December the 
capital of the Nationalist Government was transferred to Taipei. 
China was divided by the Taiwan Straits into Nationalist and 
Communist China. 


Eight years have passed since then. The Nationalist regime 
has declined in power to little more than a provincial government. 
Except for the argument that a Chinese Nationalist government 
on Taiwan does exist, the legal basis of this government js no 
stronger than it was when it came into being at the end of the 
war. The basis in law which entitles the Nationalist Government 
to hold Taiwan is questionable and it would be ludicrous to say 
that the Nationalist Government represents China. 


The principal reason some nations regard Chiang’s regime 
as the legal government of China and treat it as a legitimate 
member of the United Nations is that the United States is forced, 
by the present international situation to support the Nationalists. 


It may be simpler to look at the Taiwan question from the 
point of view of U.S. Far Eastern policy. These days we cannot 
afford to judge right and wrong in international politics on the 
basis of justice and humanitarianism. We Taiwanese are now 
a race of people who have become inured to such considerations 
and find it easier to be guided by the international interests of 
the big powers. 


The U.S. and Chiang Kai-shek are firm friends of long 
standing, but it would not be correct to conclude from this that 
the United States still supports Chiang’s regime unreservedly. 
This kind of thinking is peculiar to Oriental sentiment and is 
especially strong in the Japanese people. 


Chiang is relatively safe in Taiwan now because the United 
States dislikes and distrusts Communist China. He is safe as 
long as this U.S. attitude toward Communist China persists. 
Chiang is now on the brink of collapse, but at one time he fought 
the Chinese Communists with every resource at his command. 
This counts for much in the U.S. where action, and not mere 
words, is what men are judged by. The relations between the 
U.S. and Chiang have entered a touchy stage. If some sort of 
compromise settlement should be reached between the United 
States and Communist China, Chiang will have to be discarded. 
But if Chiang finds a way of settling his differences with Com- 
munist China, it is the United States which will, in effect, be 
abandoned. 
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The Chinese Communists at first tried to woo the U.S. away 
from Chiang through direct talks with American officials such 
as General Marshall. Chiang’s fate hung precariously in the 
balance but the failure of these talks served to strengthen and 
consolidate his position. 


Earlier last year Communist Chinese Premier Chou En-lai 
called upon Chiang to return to the mainland to cooperate in 
putting a re-united China back on its feet. Chiang was offered 
the post of vice premier in the Peking government. This offer 
by Chou, who had only eight years ago made public a list of 
43 “war criminals” headed by Chiang, was not made out of a 
spirit of magnanimity and benevolence. What Chou wanted to 
do was drive a wedge between Chiang and the U.S. This was 
purely a tactical gambit, and Chou never expected his proposal 
to be seriously considered. If, indeed, he thought there was 
any possibility that Chiang could be persuaded to relinquish his 
control over Taiwan and come over to Peking, the proposal 
would have been made in the utmost secrecy. And of course 
Chou’s invitation to return to the mainland did not mean Chiang 
could drop everything and hurry over by himself, in the manner 
of a bride who is anxious to have the nuptial knot tied and the 
ceremony over with. There was the question of a dowry— 
Taiwan. 


Since I am one of those people who wish Chiang did not 
occupy Taiwan, I would welcome the news that he had decided 
to respond to Chou’s invitation, if he takes his 300,000 soldiers 
with him. But General Chiang Kai-shek was in his day a true 
warrior. I cannot imagine his truckling to Chou now like some 
broken down old soldier. I should prefer to think of him as 
spending his last days in full dignity on Taiwan as the head of 
the Nationalist Government. 


The only people disturbed by the Communist Chinese over- 
tures are the men under Chiang who are secretly dissatisfied 
with their lot and role on the island. Is there any possibility 
that these men would carry through a coup d’etat and go over 
to the Communists? Nothing of course is impossible, but to 
seize power, the plotters would have to possess sufficient military 
strength to neutralize the 10,000 Americans on the island and 
the U.S. Seventh Fleet patrolling the Taiwan Straits. I know 
nothing of military strategy, but I am sure that no such fanatic 
and daring military force exists on Taiwan. Such a force, if 
it had existed, would never have been forced to flee from the 
mainland to Taiwan in the first place. 


The United States, of course, is not sleeping or relaxing its 
vigilance against the possibility of such an event. A total of 
2,116 U.S. officers and enlisted men are attached to the Nationalist 
forces with the title of military advisers. These men are more 
than advisers, they are war-toughened combat soldiers. 


Why must the United States pour its strength into Taiwan? 
The answer can be found simply by looking at a map of Asia. 
The present U.S. defense line extends in a great art from Japan 
in the north to Okinawa, Taiwan, the Philippines and Viet Nam 
in the south. If the communists were to get control of Taiwan 
and establish bases there, the U.S. chain of defense would be 
broken and it would have to pull clear back to the Hawaiian 
Islands. Conversely, tht U.S. would abandon Taiwan only if it 
was prepared for a general pull back all along its Western 
Pacific defense arc. 

* * * * 

On the island of Taiwan, there are now seven million Taiwan- 
ese, about two million Chinese who came with the Chiang 
Kai-shek government and a number of U.S. troops. As to what 
Japanese think about the U.S. being on Taiwan, I should point 
out that the Japanese often tend to go by what they feel rather 
than by what they think. They are inclined to regard the U.S. 
presence on Taiwan as an annoyance rather than see it as a 
practical necessity dictated by the present situation in inter- 
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national power politics. For once, however, they may have been 
right if the anti-American rioting that occurred in Taipei on 
May 24 is any indication. The flash uprising came as a bolt 
from the blue to the American people who thought the Taiwan 
natives had accepted the presence of U.S. forces as necessary 
to their mutual security. 


The riots angered the American people. Newspapers 
splashed reports of the rioting across their front pages and 
editorials spoke of the dog biting the hand that fed it. 


The United States, which had given Taiwan $2,700 million 
in military aid and $800 million in economic aid, regarded the 
attack on the American Embassy as an instance of base ingrati- 
tude. However, the feeling of the rioters was no doubt that 
it was no crime to attack the Embassy if an American who had 
killed a Chinese got off scot free. 


Carlos P. Romulo, Philippine ambassador to the United 
States, has said the series of anti-American incidents that have 
been occurring in Taiwan, Japan and South Korea arise not 
from Communist agitation but from infringement of the 
sovereignty of these nations. He said incidents like the Taiwan 
riots could be expected to occur in the future if the U.S. continues 
to refuse to recognize national sovereignty and jurisdictional 
rights in cases of crimes committed by U.S. personnel against 
the local population. I am in agreement with this view and 
think Japan’s government leaders should at least tell the U.S. 
that they think so too. I believe the United States is sincere in 
its motives but I cannot help but think Americans have so far 
failed in the art of getting along with other peoples. Failure in 
human contacts has been the main reason the United States has 
received abuse instead of gratitude for all the money it has 
spent to station troops all over the world to defend the free 
nations. 


The United States may regard its overseas deployment of 
forces as protection solely for the benefit of other countries. Its 
allies, willing or unwilling, are hardly likely to think that chivalry 
is the prime motive behind the U.S. offer of security. ‘The plain 
fact is that the U.S. sends its troops abroad only because this 
is in the interest of its own security, and other countries consent 
to letting in U.S. troops because the presence of American forces 
protects their security and reduces their own defense costs. 


The Taiwan riots are now a thing of the past but since all 
such incidents are but symptoms of hidden trouble, it may be 
well to consider the prime cause of the disorders. Friction and 
discontent exist on Taiwan. The. Taiwan natives and the 
Chinese from the mainland do not get along. Chiang is forced 
to maintain close relations with the United States to make sure 
he and his men will continue to keep their position as Taiwan’s 
rulers. The Taiwan natives, on their part, seek friendship with 
the U.S. to offset Chiang’s influence. The U.S. wants no part 
in playing the mainland Chinese off against the Taiwanese and 
desires friendly relations between the two peoples. Only in this 
way can the U.S. get a friendly, stable government on this vital 
island bastion. 


This is not possible and the U.S. is being driven to choose 
between the two peoples. The U.S. dilemma is this: it cannot 
discard Chiang, but eight years have already passed since the 
Nationalist capital was removed to Taipei. The average age of 
the soldiers who followed Chiang to Taiwan is now 33. 

Replacements for the aging troops must be recruited from 
the Taiwan natives. Chiang’s military influence will decline 
as his troops become older and are replaced by Taiwanese. Not 
only will the invasion of the mainland become more and more 
a hopeless prospect but Chiang will soon be finding it increasingly 
difficult even to maintain law and order on the island itself. The 
United States must also consider that as long as Chiang is on 
the island, the door to any U.S. settlement with Communist 
China is closed. 
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The Taiwanese, who like to believe it was the United States 
that brought the Nationalist Chinese to the island, complain 
that Chiang would have fallen long ago if the U.S. had not 
insisted on holding him up. There is Taiwanese resentment 
against the U.S. for inflicting Chiang on them and a tendency 
to blame the U.S. rather than the mainland Chinese for Taiwan’s 
troubles. It was thus that the Taiwan natives joined the 
Chinese in attacking the American Embassy. During the rioting, 
the police, many of them Taiwanese, looked on idly’ for several 
hours before they finally moved to restore order. 

The next day the Nationalist Government apologized pro- 
fusely for the destruction wrought by the rioters and offered to 
build a new building to house the Embassy staff. Since the 
government’s budget is met largely with U.S. aid funds, this 
was like a wife offering to make amends after destroying the 
household furniture. 

The United States needs to analyze situations like this to 
find the answer to why it gets ingratitude and ill-will in return 
for all the aid and cooperation it has extended to other nations. 

I have long been a foe of political activity by the great 
powers at the expense of the smaller nations. I feel this way, 
not because I have any unusual humanitarian concern for the 
welfare of others, but because I have been forced to endure 
bitter political persecution ever since I was born. During the 
Japanese rule of Taiwan, I was discriminated against merely 
because I was Taiwanese. I was investigated by the Kempeitai, 
notorious prewar military police, and was threatened with. ex- 
pulsion from school because of my beliefs. After the Japanese 
left and the Chinese Nationalists took over, I was forced to flee 
from the island. 


The Allied Powers had proclaimed during World War II 
that no territory would change hands without the consent of its 
inhabitants. The Taiwanese have been given no opportunity to 
say what they wanted nor have they been consulted in any way. 
Of course, the Taiwanese are not the only people whose opinions 
and interests have been disregarded in every way but I think the 
time is coming, after these many years of hardship and vicis- 
situde, when the Taiwanese will be given a voice in the affairs 
of their island. 
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I think this will happen because the United States will not 
be able to maintain indefinitely a rapidly. fading Nationalist 
regime which leans almost solely on the political stature of 
Chiang Kai-shek, a man 70 years old. It is hard ta escape the 
belief that the Nationalist Government’s star is on the wane 
and it will sink with all the more speed as it approaches its end. 
As time passes, the balance of power between the Taiwanese 
and the Chinese from the mainland will be tipped inevitably in 
favor of the natives. 

The United States may begin to think it useless to support 
a regime declining in power. Since it cannot abandon Taiwan 
as a bastion in its defense arc, it must find some new way of 
preventing Communist China from claiming and taking Taiwan. 
The U.S. could place Taiwan under the Trusteeship Council of 
the United Nations or it may decide to back an independent 
government of the Taiwan people. Trusteeship is the alternative 
more likely to be adopted. If this happens, the United States 
would probably favor a Taiwan control commission composed 
of those nations that fought Japan in World War II and now 
have interests in Asia.. 

Communist China would no doubt oppose such a plan but 
I think it would also try secretly to take advantage of the situa- 
tion. Opposition from Peking will not stop the U.S. from 
placing Taiwan under U.N. trusteeship, but Communist China 
can and will exact its price. It lacks a navy and cannot stop 
any U.S. trusteeship plans by armed force, but it has the weapons 
of diplomacy. 

Communist China will attempt to land on Taiwan without 
bloodshed. As its price of approving the trusteeship idea, it 
will demand a seat in the United Nations and a voice in the 
Trusteeship Council. This may be the entering wedge for even- 
tual Communist control of the island. 

If the trusteeship idea materializes, as | think it will, a 
referendum will probably be held a few years later. I believe 
the Taiwan natives will decide to form a government of their 
own. I predict this because the people of Taiwan have found, 
after years of colonial administration, government by someone 
else, whether by the Japanese or the Chinese, can never be in 
their best interests. 
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COPPER BANKNOTES IN CHINA 


By E. KANN 


PART XXVIII 


THE ISSUE OF MANCHURIAN COPPER NOTES 


As already stated, the historical basis for Tiao paper 
money, or Kuan-tieh as it was officially styled, was the dis- 
appearance from circulation of the ancient hole-cash. This 
paper money formed the principal currency in Kirin and 
Heilungkiang provinces between 1901 and 1935, but each 
was practically confined to its own borders. 

In Fengtien (Mukden) Province one met besides the 
enormous issue of Feng-piao, nominally redeemable in silver. 
But as paper money it was supposed to represent the modern 
copper cent, and the feng-piao was nominally redeemable in 
that currency; so, these notes were styled Tung-yuan-piao. 

However, notes nominally redeemable in modern copper 
cents have also been placed on the market in Heilungkiang 


Province by the official bank there, The “Kuan Yin-Hao’’. 
For record’s sake the inscriptions on one of these bills are 
quoted here verbatim in its translation: 

Obverse: 

“Kuan Yin-Hao (Government Bank), Pu-kuei (Tsitsi- 
har), Heilungkiang Province, 5. The bearer of this note 
receives 5 mei in copper money. Letter ‘“Heng’’, No. 018186, 
first month, second Year of the Republic. For free circula- 
tion in trade. 


Reverse: 

In view of the inefficiency of the former monetary 
system, our bank has issued currency notes of 10, 20, 30, 
50, 100 and 200 mei, in all six denominations for the greater 
convenience of the people and the merchants. At present, 
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owing to an acute shortage of small change notes, com- 
merce is greatly hampered. The Chamber of Commerce, 
upon remarking this difficulty, petitioned the local Tu-iuh * 
to authorize our bank to issue 5 mei notes, in order to pro- 
vide for the actual shortage in notes of this denomination. 
In accordance with instructions received from the Tu-tuh, 
our bank is now issuing the present currency note at once 
to meet the shortage and to assist in the settlement of com- 
mercial accounts. The present currency note is issued on 
the same lines as similar notes-formerly issued in various 
denominations, and we feel it our duty to bring the above 
to public notice.” 

Copper notes issued by the Mukden Official Public Ex- 
change came in five denominations: 100, 50, 20, 10 and 5 
coppers. These were substitutes for the former subsidiary 
coin notes. Each 10-copper note was equivalent to a dime, 
and was therefore a decimal fraction of a dollar. The 
copper coin and the copper note were primarily of equal 
exchange value, 10 coppers having been equivalent to a 
10-coppers note. Merchants in the South, taking advantage 
of the low price of copper notes in the southern provinces, 
shipped large quantities to Fengtien. In view of this the 
Mukden authorities fixed the exchange value at 14 coppers 
for each 10-coppers note and prohibited at the same time the 
acceptance and importation of copper coins struck in other 
provinces.{ 

In 1931, the Kungchih Pingshih Bank of Mukden issued 
copper notes in 10, 20, 50 and 100 cash. Not long there- 
after, namely on July 1, 1932, it was proclaimed by the new 
Manchukuo Government that henceforth the yuan (actually 
the silver dollar) would be the sole currency in Manchuria. 
Existing copper notes then in circulation should be ex- 
changed within two years against the yuan at fixed rates 
of exchange. 

The total amount of Tung-yuan piao (copper notes) 
issued by the Kungchih Pingshih Bank of Mukden aggregated 
$68,770,968. In 1932-1935 these notes were redeemed by 
the Bank of Manchou at the rate of 60 per yuan. By the 
end of March, 1935, altogether 46,598,969 Tung-yuan piao 
were recalled and destroyed. 

Let us record here the issuers of Mukden (Fengtien) 
copper notes: The principal provider was the 


(295) KUNG CHI PING SHIH 


a provincial Government institution, whose copper note 
emission was prolific (others give the name in English as 
Kung Tsi Bank of Fengtien). ‘Toward the close the notes 
forced into circulation were irredeemable. When the Bank 
of Manchou started to function, (1932) it had to take care 
of a very large copper notes volume. 


(285a) FENGTIEN PUBLIC EXCHANGE BANK 


Identical with the foregoing (295), Kung Chi Ping 
Shih. Some of the notes issued by the said institution show 
on the reverse in English the name of Fengtien Public Ex- 
change Bank. 


The Tiao 


The total of notes in circulation in the garb of Tung- 
yuan piao (copper notes) dwindles in importance when com- 
pared with the alarmingly high totals of Tiao notes emitted. 
These latter had been issued by official institutions, namely 


+ Vide “North Manchuria and the Chinese Eastern Railway”, Harbin, 1924, 
fol. 334 and 335 (for 1914-1923). The figures for 1924-1928 have been ob- 
tained by the writer by courtesy of the Commercial Department of the 
Chinese Eastern Railway in Harbin. 

* Tu-Tuh means Military Governor. 

‘t Vide “China Year Book, 1925’, Sharighai, fol. 963. 
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the Yung Heng Kuan Yin Hao in Kirin Province, and the 
Kuan Hsing Kungssu in Heilungkiang. Tiao notes circulated 
by these institutions were accepted in payment of taxes, but 
it should be borne in mind that the majority of taxes was 
receivable in taels, so that with the depreciation of the Tiao’s 
value, people had to pay a correspondingly higher amount 
in paper money. 


There was a fair volume of privately-issued Tiao scrip 
in circulation in the two Northern Manchurian provinces, 
for which Chambers of Commerce, pawnshops, business 
houses, distilleries, etc., were responsible. However, this 
class of paper was not acceptable for the liquidation of 
taxes. Moreover, when in 1921 a grain dealer bought 
cereals in Kirin Province for 2,000,000 Tiao in notes issued 
by himself, and thereafter decamped, the authorities inter- 
dicted the further emission of privately issued paper. 


The Tiao notes of the provincial bank in Manchuria 
were crudely printed on plain Chinese paper. The text 
usually consists of lengthy inscriptions, naively indicating 
the causes for and benefits of the issue. The problem of 
redemption usually was not iouched upon, and in order to 
re-assure the holder, passages from the classics are found 
printed on the Jiao notes. The following are translations 
of inscriptions commonly found on such notes: 


Kirin Tiao’s obverse: 


“50. Kirin. Fiscal Currency Note. Yung Heng Gov- 
ernment Bank. The bearer of the present currency note 
shall receive 50 Tiao in full. Letter ‘N’, No. 1460. Septem- 
ber 15, First Year of the Republican Government. Printed 
in reduced size of the year ‘jen-tsu’. On presentation con- 
vertible into small notes. Seal: Government Bank Yung 
Heng in Kirin, Great West street. Stamp: Im case of 
damage, and should the writing become effaced, the note 
is not payable. 50.” 

‘This legend is seen on the obverse’s center. On the 
sides are met lengthy imprints, usually citations from the 
classics, which are meant to replace reserves, security and 
confidence. Some of these legends are cited here in trans- 
lation: 

“The prince of Chao exchanged 12 cities for a piece 
of jade, and this story is transmitted from generation to 
generation as a remarkable event.” 

Or 

“The north wind is driving away the white clouds which 
have already left behind many mountains and rivers. Look- 
ing at them, my heart begins to throb. I do not like the 
autumn; it does not rejoice either soul or heart.” 

Or 

‘For a long time I cherished the desire to rise to a 
high degree of learning, but I obtained nothing, and my 
hair is grey. Who knows that I pity myself very much, 
when from time to time I look into the mirror and see 
my pitiable reflection there.” 

Or 

“Looking upon the budding winter rose, a messenger 
of coming spring, J] became fear-striken. A feeling of sad- 
ness overcame me, and I compared myself to a blade of 
grass by the side of a house entrance.” 

Or 

“The Wei River flows eastward. When it reaches 
Yangchow, I shall drop two tears into it, and request you, 
oh river, to bring them to my home.” 

The author was engaged as bank manager in Central 
Manchuria during 1913 and 1914. At that time the Kirin 
Tiao was valued at 8 Fiao to the Russian rouble. The 
provincial authorities, seeing that depreciation due to infla- 
tion was hardly to be circumvented, began to devise counter- 
measures which were—the least said—extremely naive. 
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The Provincial Treasurer at Kirin ordered through the 
intermediary of the author on one occasion 200,000 taels 
in sycee silver from Shanghai. The arrival of the silver 
boxes at Changchun railroad station, an incident previously 
announced to the public through the Chinese press, was re- 
ceived by an unduly large military guard which, marching 
along on both sides of the many mule carts carrying the 
silver, conveyed it through the entire city of ‘Changchun. 
The procession was headed by a noisy band, so that every- 
body should note the imminent improvement of the mone- 
tary market, due to the ingress of silver reserves. 

Those silver supplies ostensibly were meant to serve as 
reserve for notes nominally calling for copper coins, but 
actually irredeemable in any currency. When it came to 
the point of procuring funds for the payment of the silver 
ordered from Shanghai, the Provincial Treasurer could 
meditate of no wiser step-than the sale of large bundles of 
Tiao notes in the market, in exchange for Russian rouble 
notes. The latter were then sold to the author’s bank 
against Shanghai taels, thus closing a transaction in a way 
that resulted in more harm than good. Such a transaction 
was repeated with another (Japanese) bank of Changchun, 
thus weakening the already wobbly position of the poor 
Kirin Tiao. 

Let us now deal with the Heilungkiang Jiao and with 
the legend found on its obverse: 

“HEILUNGKIANG PROVINCE, Pu-kuei (Tsitsihar), 
Kuang Hsing Kung-ssu (in handwriting) the letter ‘Chen’ 
and No. 342. In case of effacement the currency note is 
not payable. The bearer of the present currency note re- 
ceived 100 Jiao. January 1, 10th Year of the Republic of 
China. Heilungkiang Province Kuang Hsing Kung-ssu (The 
figure ‘100’ is printed in the 4 corners). > 

On the reverse side the following inscription is found: 

“The issue of fiscal currency notes is done by the bank 
with the purpose of aiding the circulation of money, and 
of providing for shortage of sycee and silver dollars. Dur- 
ing the last ten years the present currency notes have 
unrestrictedly been accepted by fiscal institutions in pay- 
ment of taxes and duties, and merchants are effecting their 
commercial transactions with great convenience according to 
reports of many persons. In spite of many expectations, 
ill-intentioned persons are issuing counterfeit currency notes 
which are in current circulation side by side with the exten- 
sive circulation of the fiscal currency notes, and thus they 
deceive the traders and the populace. With the view of 
putting an immediate stop to this abuse, the Society (ie. 
the issuing bank) has not cared about expenses and has 
purchased white paper of the highest grade, prepared of 
silken rags, and used the same for the manufacturing of 
its notes. Besides, the Society has replaced its former crude 
stereotype plate by a more elahkorate one, to prevent the 
circulation of forged paper money. The new plate has been 
prepared by highly qualified craftsmen specially engaged for 
that purpose.” 

Turning to the Jiao notes issued by private organiza- 
tions, we can feel safe in stating that such fiat money was 
usually issued whenever there were not enough media of 


circulation available, or when smaller denominations were . 


needed. The printing of such notes as a rule was so primi- 
tive that the issuers themselves often stipulated on the 
face of the notes that the latter were. not payable “at lamp 


light”. In order to be able to vie with the official editions, 
the notes displayed equally extracts from the Chinese 
classics. 


The following is an example of the text found imprint- 
‘ed on a Tiao note issued by a private source (translation) : 

Obverse: . 

“Hsing-chang-fu district, of the east of the Shih-tou- 
cheng-tzu (river), Yung-tseng-chang. The bearer of the 
present note receives in local currency exactly 1 Tiao. Con- 
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vertible into currency notes. Not payable at lamp light. 
Letter ‘Chou’, No. 241. November 1, First Year of the 
Republican Government. Seal. 

Reverse: 

On the 15th day of the 10th moon I went on foot from 
the Hsue-tang temple on the way to Ling-chao. Two friends 
followed me. When I crossed a clay hill the white frost 
fell. The trees became bare. The shadow of men fell 
upon the earth.” 

In 1922 about 300 different kinds of Tiao notes of 
private issue were in circulation in Yushu district. 


Gfficial Information About Tiao Notes 


Even before official provincial institutions issued Tiao 
notes in North Manchuria, paper which soon turned irredeem- 
able, fiat money in terms of Tiao was not only circulating 
in the 1880s in Kirin Province, but these already were not 
cashable. The issuers seemingly were private firms, as may 
be learned from a report made by the Governor of Kirin 
Province to the Government at Peking. The said report, 


‘reproduced from the “North China Herald” (Shanghai), of 


January 17, 1889, is cited here in extenso: 


“The Governor of Kirin states that the currency system 
of the town of Kirin is carried on on a most pernicious 
system, and as a remedy for the great inconvenience and 
suffering which it entails upon the people he suggests that 
a portion of the subsidy which the province received yearly 
from Peking should in future be remitted in copper cash. 
(Metallic) cash, he states, is the proper standard for the 
monetary requirements of the people, and paper money is 
only to be resorted to when it proves insufficient. If: the 
latter could be made to circulate freely, and the price of 
commodities, whether paid in cash or paper, could be 
equalized, it would prove a real convenience for the people, 
to which no objections could be reached, as in other pro- 
vinces where paper money is used to supplement the or- 
dinary currency. In Kirin, however, the case is quite differ- 
ent... Here the notes no longer represent a cash value, and 
being inconvertible, have given rise to abuses greater than 
ever resulting from the finaancial expedients of the Sung 
dynasty. The commercial transactions of the town are all . 
based on a gigantic system of credit: against which prohibi- 
tions have been issued from time to time without effect. 
The notes of the system lay in the convenience for use in 
the market where money was required to pass rapidly from 
hand to hand, and in course of time its use was extended 
until it assumed its present dimensions and afforded facilities 
to dishonest merchants for fraudulent practices and over- 
trading. The notes were put on the market without regard 
to the capital possessed by the establishment issuing them 
and, people seeing that they could buy sycee or goods with 
mere paper, naturally preferred to hide away ‘their cash 
and make gain without employing their money at-all. Mer- 
chants who came to the city to trade, observing the high 
price of silver and articles of commerce, feared that they 
would lose heavily on any goods purchased there,- and took 
their cash to other places where they could invest it better. 
The consequence is that there is an unusual scarcity of 
(metallic) cash in Kirin, and that prices have gone up to an 
enormous height. The soldiers and officials. suffered more 
than any other part of the population. By an old regula- 
tion a part of their salary was paid out of the local revenue, 
and to begin with, was issued at a discount of 20 per centum. 

The chief source of revenue is a tax upon..distilleries 
paid in inconvertible paper, of which it took considerably 
over 4 Tiao to make one tael, but which was issued te the 
officials and soldiers at the rate of 3 Tiao to the tael. But 
this did ‘not represent the total loss. The other cities in 
the province would not accept the inconvertible paper of 
Kirin; therefore the soldier was’-obliged, if he wished to 
return home, to exchange his paper money for silver at the 
current high market rates. When he reached home he had 
to convert his silver into cash, and as the price’ of silver 


was lower than in Kirin, he again sustained a heavy loss. 
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The country people who brought produce into town 
found themselves unable to sell it, unless they took the 
price in paper money, and as this was utterly useless in the 
country, they were obliged to exchange ‘it at a ruinots loss 
before returning. Vendors of firewood and other poor crea- 
tures, who had carried heavy burdens from long distances 
into the city, would often want a few cash to buy food 
to appease their hunger, and would find themselves unable 
to obtain it; to such a pitch had the abuses of the currency 
system attained. After a consultation with the local civil 
and military authorities, the memorialist drew up a set of 
regulations for reducing the price of silver. and placing the 
copper and paper money on a uniform basis, and took steps 
to have them enforced amongst the mercantile community. 
During the specified period, when outstanding notes were 
presented for payment, at least 20 per cent. of the amount 
was to be given in cash, and after the third moon of next 
year the further issue of inconvertible paper was to be 
entirely discontinued. It is feared, however, that in making 
such a radical change, a difficulty might be first experienced 
in obtaining cash to meet the requirements of trade. The 
late governor proposed to open a local mint for the coinage 
of cash, but the difficulty of obtaining copper renders this 
scheme unsuited to the exigencies of the case. Kirin draws 
from the Board of Revenue in Peking quarterly subsidies 
for defense purposes, and half-yearly allowances for the 
maintenance of a drilled force in the province. It is sug- 
gested that of each of these payments 10,000 taels should 
be issued in copper cash at an exchange of 3,000 cash to 
the tael, and be forwarded in carts to Kirin along with the 
remittances in silver. Or if it is thought better, the Board 
might direct one of the provinces which coins copper cash 
and has communication by sea with Manchuria, to forward 
a similar amount of cash by steamer to Niuchwang, whence 
it could be sent overland to Kirin, where it might be used 
for the payment of salaries instead of a direct remittance 
from the Board.” 

This Memorial was passed on by the Court with the re- 


mark: “Referred to the consideration of the Board of 
Revenue.” The contents of this petition is very instructive 
indeed. Jniter alia it shows: (a) already in 1889 there were 


serious currency difficulties in Manchuria, due to the un- 
secured issue of paper money, by private parties. (b) It 
further divulges that such difficulties had arisen when 1 
tael equaled 4 Tiao; this meant approximately 2.5 Tiao = 1 
(gold) rouble, or equal to 1 gold yen. By the close of 
1931, the ratio had risen to over 800 Jiao for 1 yen. (c) 
It also is proved that those paper Tiao, already in 1889, 
were unaceptable outside of the city of Kirin. (d) Further- 
more, it is clearly proved that, already by 1889, Kirin 
Tiao were already irredeemable. 

_ Monetary conditions from those remote times onward 
did not improve, but rapidly grew worse. Under such con- 
ditions it is not to be wondered at that brigandage became 
rife in Manchuria and spread throughout decades. Im- 
‘migrants from Hopei, Honan and Shansi, who entered 
Manchuria in numbers as laborers were prevented to make 
an honest living, in spite of extremely hard work. Their 
meager wages, paid in irredeemable paper, melted away 
swiftly; and so many of them turned to banditry. 

One of the few reliable sources as to conditions: in 
China was to be found in the reports emanating from the 
Maritime Customs Administration. The following semi- 
official information was supplied by that body and deals 
with currency conditions in Kirin Province: }+- 

“The currency of the province of Kirin is probably one 
of the most remarkable in China: It consists. of paper notes 
(kuan tieh) issued by the Provincial government bank, 
which promises ta pay in cash only 20 per cent. of their 
face value. The establishment of this bank and the issue 
of paper currency is due to the following causes: The original 


+ See “Chinese Maritime Customs Decennial Reports on Trade, Industries, 
etc., of the Ports Open to Foreign Commerce,” 1902-1911, Vol. 1, folio 
24-25: 
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currency of the province was copper cash, each of which 
was reckoned as two; 500 pieces being reckoned as a Tiao 
of 1,000 cash. Owing to insufficient circulation of these 
pieces, the larger distilleries and shops began the practice 
of issuing paper Tiao notes, 20 per cent. of the face value 
of which was made payable in cash. These issues com- 
manded confidence until, in 1894, a new kind of notes, 
called Mou Twei Tieh, was introduced, which could only be 
exchanged for other notes. As both the new and the old 
notes were issued without any restriction, and by any firm, 
the result was that discrimination between good and bad 
became difficult, and credit was much shaken. With a view 
to remedying this state of affairs, the provincial government, 
in 1900, established a Government Note Office which issued 
government Jiao notes, 20 per cent. of which was made 
payable in cash as formerly, and made the private issue 
of notes illegal. Confidence was thus restored. These 
notes have been the popular medium of exchange ever since 
their first issuance. The office by which they were issued 
gradually developed into the Provincial Government Bank 
(Young Heng Guan Yin Hao), with branches at Shanghai, 
Tientsin and Newchwang, as well as nearly all important 
towns in the home province. According to official figures, 
the total paper issue of the bank in 1909 was 57,000,000 
Tiao. At the present time it stands at 78,727,698, which 
may be taken to represent at an average rate of exchange, 
about taels 12,000,000. Against this note-issue there is a 
silver reserve of taels 2,548,762, of which taels 1,614,420 
is in sycee, and the balance in dollars, roubles and yen; and 
a copper reserve of Tiago 174,976. Real property is held 
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at the value of taels 1,450,000, and about 43,000,000 Tiao, 
plus taels 1,300,000, have been lent to various government 
and mercantile institutions, on about half of which interest 
is paid. In addition to issuing government notes which 
form the currency of the province, the bank receives and 
pays out all government money. But while it performs the 
work of the provincial treasury, it is also engaged in all 
ordinary bank business, with the exception of selling silver 
drafts. The director of the bank is appointed by the 
Governor and is in close touch with the Commissioner of 
Finance. 


Enough has been said to show that the government 
notes are a great improvement. A paper currency, how- 
ever, carries with it many disadvantages. The notes are 
non-negotiable outside the province and are subject to 
fluctuation in terms of silver, with a tendency to deprecia- 
tion even in their limited sphere. The province is very 
far from being self-supporting, and its trade with the rest 
of China has to be carried on in silver. For this purpose, 
sycee, roubles, yen, Mexican, Peiyang, Hongkong and small 
coin dollars all pass into circulation. As each and all of 
these currencies vary daily in respect to the provincial gov- 
ernment notes, money changers flourish, and the large 
element of uncertainty which prevails, has an adverse effect 
on legitimate trade.” 

The foregoing report is reliable in its statement and 
deductions. From its contents it can be noted that (1) It 
was only in 1900 that the provincial bank began to issue 
Tiao notes; (2) That the notes promised to redeem 20% 
of the notes in cash. However, by 1911 this facility cer- 
tainly was no more in force. It must have proved incap- 
able of execution. Say a person presented 1,000 Tiao for 
redemption. Let us assume that he then obtained 200 Tiao 
in metallic money, and the balance of 800 Tiao in other 
notes of the identical calibre. These he could have pre- 
sented the same day through a messenger, getting 160 Tiao 
in metal, and so ad infinitum. In other words, the scheme 
was impractical from the outset; and this was one reason 
why it had to be shelved. (3) It is shown that before 
1900: Kirin’s Tiao issues were channeled into the markets 
entirely by private issues. 


Another report from Customs sources,* relating to 
the town of Lung-ching-tsun (on the northeastern border 
of Kirin Province), covering the period 1910/11, contains 


the following reference to the circulation of Kirin Tiao 
notes: 


“In the early days of the district, sycee and cash were 
the only media of exchange. The local tael of silver ex- 
changed for 3 Tiao, 1 Tiao being equal to 500 Chinese cash. 
In 1896 the kuan tieh, or Kirin Government Tiao notes, were 
first issued; but few of these found their way here, and 
they were not. in much favor. Russian roubles also were 
occasionally seen, 1 rouble being equal to 2 Jiao; but silver 
and cash remained the principal currency of the district. 
The silver used here at that time seems to have been mostly 


that which was brought annually from Kirin to pay the 
officials and soldiers. : 


During and after the Boxer Uprising, in 1900 and 1901, 
the occupation by Russia of Chu-tze-kai, and the disbanding 
of the soldiers, the supply of sycee began to diminish. 
Russian roubles and subsidiary coins took its place, how- 
ever, and became one of the chief currencies. The shops 
at this time also began to issue cash notes, which were large- 
ly used. In 1902, upon the withdrawal of the Russians, and 
the return of the native officials and soldiers, native silver 
dollars and subsidiary coins were brought from Kirin and 
were much used for several years. In 1905 the official of 
Chu-tze-kai determined to introduce the Kirin Tiao, and 
the use of all private shop notes and other money was pro- 
hibited. As the fixed rate of exchange for these Tiao notes 
was very high, this sudden change of the currency caused 


* This report emanates from the Assistant in charge at Kirin, and was 
Sated December 31, 1911. 
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considerable loss and inconvenience. Many of the chief 
shops and enterprises were compelled to close their doors. 

There always seems to have been scarcity of Chinese 
copper cash here, even from the oldest times, and much 
Korean cash has come across the frontier and has always 
been current. Its value is twice that of the native cash. 
One Tiao equals 260 Chinese, but only 130 Korean cash. To 
make up the deficiency in cash, the sycee in former years 
was cut into pieces of very small size, and these were quite 
generally used in small transactions. 

At present the government Jiao notes are the principal 
medium of exchange, prices, wages, and practically all busi- 
ness transactions being quoted in them. Roubles and yen 
are current in considerable quantities, and Chinese dollars 
(mostly. subsidiary coins) are used to some extent. 

The value of the Jiao notes has decreased since their 
first issue in 1896. At first 1 rouble was equal to 2 Tico; 
but in 1905 they had fallen in value to 2.4 Jiao, and since 
then have further decreased from year to year until, during 
1911, the average was 1 rouble = 4.5 Tiao, less than half 
their original value. This great fall in value as compared 
with gold is no doubt largely due to the over-issue of these 
notes which, according to all reports, had a very small re- 
serve of silver to guarantee them. The exchange value of 
these Jiao notes for yen and roubles also fluctuated greatly 
throughout the year, according to the supply and demand of 
the latter; and as a large part of the foreign trade of this 
district is done in Sei-shin, where foreign money alone is 
accepted, the volume of trade is considerably affected. Upon 
the establishment of the Customs here (in 1909) duties 
were collected in Tiao at the fixed rate of Haikwan taels 
1 = 6-Tiao; but owing to the depreciation in value of the 
Tiao the rate was afterwards raised to 6.6 Tiao, at which 
it has remained up to the present (1911).” 

Further information on the Jiao from Lung-chin-tsun, 
on the Manchurian-Korean border, was supplied by the 
analogous source and is contained in a subsequent issue of 
the Customs Decennial Reports: ** 


“The main features of the currency system of the 
(1912-1921) period have been the consistent depreciation in 
value of kuan-iieh, i.e. the Kirm Government Tiao notes, the 
total disappearance of rouble notes and the great increase 
in circulation of Japanese gold yen notes, the two former 
features having been accelerated by the speedy introduc- 
tion of the Japanese currency. In the trade with Korea 
yen has, of course, been the sole determining currency and 
has been the basis of all money transactions for all Japanese 
merchants and the great majority of Koreans. On the 
other hand, kuan-tich has been, and still is, the basis of money 
transactions for Chinese, both in the towns and in the 
country district, and the rapid depreciation and violent 
fluctuations of this form of currency has had a thoroughly 
depressing and at times almost paralyzing effect on com- 
mercial transactions. It is not the intention of the present 
writer to attempt to account for this state of affairs, be- 
yond recording the fact that these notes are generally 
believed to have been greatly over-issued and that such 
difficulty has been experienced in distinguishing the genuine 
from the spurious notes, which circulate in abundance. The 
average yen value of kuan-tieh during the decade illustrates 
poignantly their great depreciation: 1912, 5 Tiao; 1915, 13.6 
Tiao; 1920, 37 Tiao; 1921, 77.5 Tiao. 

An attempt has been made to introduce silver dollars 
into circulation, but without success. A small quantity finds 
their way into the markets, but they have been little in 
demand, and the complete absence of subsidiary coins made 
their use inconvenient. Copper has been very scarce, being 
confined to small quantities of Chinese and Japanese copper 
cents. 

“Increased circulation of yen notes has followed the 
expansion of trade with Korea and the large influx of 
Korean immigrants, commercially, the district has become 
almost independent. of Kirin, and the ties drawing it closer 
to Korea have become annually stronger. Big dealings in 
grains are now more commonly transacted in yen; further- 


** Vide “The Maritime Customs Decennial Reports, 1912-1921", folio 38-39. 
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more, more suitable banking facilities ean only be attained 
in Japanese currency, as the Bank of Chosen, a branch of 
which was started in 1917, is the only existing bank operat- 
ing in Lungchingtsun; the branch of the Kirin Kuan Yin 
Hao was withdrawn in 1915.” 

Further evidence regarding Tiao notes was supplied by 
the same source from Hunchun, situated at the right bank 
of the Hungchi-ho, an affluent of the Tumen, close to the 
northeastern border of Korea, in Kirin Province:? 


“The official currency is thé. huan tieh, or Kirin govern- 
ment banknotes. These notes are in denominations of 1, 2, 
3, 5, 10, 50 and 100 Tiao. The Tiao varies with the price 
of silver and also, possibly, with the supposed silver reserve 
of the Kirin provincial treasury. The value has fluctuated 
during the last few years from less than 4 to 5 Tiao for one 
rouble. The people who came to town to sell their produce 
wish, when possidle, to be paid in foreign currency, i.e. 
roubles or yen. If this cannot be done, they somewhat 
reluctantly accept the kuan tich, which will be changed into 
foreign currency as soon as a favorable opportunity occurs. 
As everyone leaving for Russia or Korea must have foreign 
currency, while those coming from those countries may 
locally not only use but gain on their foreign currency, it 
will readily be understood that roubles and yen are in high 
favor. Previous to the 1900 trouble sycee and copper cash 
formed the currency.” 

Ten years later the same authority from Hunchun re- 
ported inter alia in connection with the circulation of Tiao 
notes as follows:# 


“Kuan Tieh, or Tiao notes issued by the provincial gov- 
ernment bank in Kirin, are still the basic currency for com- 
mercial transactions; but owing to reckless issue and their 
inconvertible nature, they have steadily depreciated during 
the decade. Unless radical measures are promptly taken, it 
will not be long before they become absolutely valueless. 
The kuan tieh equivalent of Haikwan tael 1,. which was in 
January 1912 Tiao 6, is now—December 1921—Tiao 157.12. 
Roubles were legal currency until 1917, when their deprecia- 
tion became so alarming that the Customs ceased to accept 
them in payment of duties. Silver dollars, mostly minted 
under Yuan Shih-kai, have lately become less scarce, and 
since April, 1921, Tiao quotations for them are issued daily 
by the local Chamber of Commerce; but the total absence 
of subsidiary coins, and the difficulty of remitting them, 
even at the high rate charged by the Chinese Post Office, 
are serious impediments to the extension of their use. 

Customs duties are collected in silver dollars, in Tiao 
and yen, the rate of exchange for the last two currencies 
varying according to the official quotations published daily 
by the Chinese Chamber of Commerce. Coppers are hardly 
seen.” 

Information supplied by the Commissioner of Customs of 
Harbin with regard to Kirin fiat money, states inter alia: + 

“Kuan Tieh notes circulate all through the district, ex- 
cept in places actually lying on the railway line. As this 
district lies within the borders of two different provinces, 
there are two different kinds of Jiao, the Heilungkiang Tiao 
being found in the North and the Kirin Jiao in the south. 
The notes are quoted at two different rates, the Heilung- 
kiang Tiao being generally slightly higher. One of the most 
distressing features of this decade is the depreciation of this 
paper, which had become inconvertible and is, in conse- 
quence, at a very large discount, The average rate of the 
Kirin Tiao for 1912 was 10—18 for 1 gold rouble. By 1921 
it had fallen to 80.80 Tiago to 1 gold rouble. 

Tung-yuan piao by the Heilungkiang Government are not 
much used in Fuchiatien,** but are more common in other 
parts of the district, though they are far from. popular and 
are falling into disuse owing to the difficulty of calculating 
the rate of exchange.” 

In Newchwang (northeastern Manchuria) about 3,000,- 
000 Tiao equivalence then to 300,000 taels in the shape of 


¢ See ‘‘Custoriis Decennial Reports, 1902/11", vol. I, fol. 60/61. 
tt See “Customs Decennial Reports, 1912/21, vol. I, fol. 27. 


75 


paper money, privately issued, were in circulation about 
1890. They were cheerfully accepted, because they were 
convenient to carry and to hide, and also for the reason 
that the problem of debased cash did not enter. Finally, 
because they were then redeemable at any time. 


F. L. Putnam Weale, in his book “Manchu and Mus- 
covite’”’ gives his definition about the Tiao. Same is re- 
produced herewith: * 


“The real currency of Manchuria, as in other parts of 
China, is merely copper cash. Not the small copper cash 
of the central and southern provinces, but the so-called large 
cash of the north. As these cash are too small a denomina- 
tion in which to conduct commercial transactions of any 
magnitude, it may be said that the Jiao is the unit of value 
in the big market places. What is the Tiao? The Tiao is 
simply a certain number of copper cash. In North China, 
or say the metropolitan province of Chihli, it is 100 large 
cash; in Newchwang it is 160; in Mukden more, and finally 
in Kirin several hundred cash go to the Jiao, and, roughly, 
in the last-named place, 2 Tiao equal one provincial dollar. 
But there is another point to note. The Jiao is an imaginary 
coin;-in fact, it is no coin at all. It is simply a multiple of 
copper cash settled on long ago in the dim past and varying 
according ot the district in which you happened to be, and 
is not coined into silver pieces.” 

From a report made in May, 1904, to the American 
Consul at Newchwang by Mr. Arthur Heukendorff, then on 
the staff of the Russo Chinese Bank: 


“In Niuchwang, Tiehling and Liaoyang the exchange 
value of the Jiao was 160 (cash coins). In Kuandschendze 
(Changchun) and Kirin it was three times as large, namely 
480 cash to the Jiao. But at that time the issue of Tiao 
notes in Kirin was still insignificant.” 


Although the foregoing narrative will supply a clear 
picture in connection with the career of the Tiao, it is pro- 
jected to add further details at a resume inserted at the 
close of our story. As already pointed out, it would be 
impossible to name the thousands of private issuers of Tiao 
paper. However, it will be found useful to add a few small 
banks which were responsible for the emission of Tiao notes 
in Manchuria, apart from the official institutions of Kirin 
and Heilungkiang: 


(300) YUNG HENG KUAN YIN HAO 
(301) HEILUNGKIANG KUAN HSING KUNGSSU 
(302) KIRIN SAVINGS BANK 
(303) TA TUNG FARMERS BANK (Kirin) 
(304) KIRIN COMMERCIAL BANK 
(305) NIEH HO COMMERCIAL BANKtt 
(306) KIRIN WUZANG DISTRICT TREASURY 
(307) KIRIN WUZANG DISTRICT SAVINGS BANK 
(308) KIRIN SONGZANG DISTRICT SAVINGS BANK 
(309) HIOQ LUNG KIANG GOVERNMENT BANK 
(misspelled for Heilungkiang) issued copper notes in 1909. 


(310) REORGANIZATION OFFICE TUNG HO CHAMBER 
GF COMMERCE 


situated in Heilungkiang. Issued Tiao notes in 1921. 


t See “Customs Decennial Reports, 1912/21. vol. I, fol. 5. 
* Published about 1905. 


** The Chinese business section of Harbin. 


ti This is the Shanghai pronunciation. Should be JEHOL Commercial 
Bank. 


(To be Continued) 
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IN CHINA 


By Yuan-li Wu 


The newspaper is the most powerful weapon that can 
be used to educate the population in socialist thought, to 
propagandize the Communist Party’s plans and policies, and 
to tighten the close relationship between the party and the 
masses. 

— Jen-min jih-pao, Peking, April 26, 1956. 


In these words the highest official newspaper organ of 
the Chinese Communist regime succinctly sums up the 
essential role of the press in Mao’s ‘People’s Republic.” 
Obviously, there is nothing either new or surprising in this 
formulation, for it hews to the standard Communist concept 
of the press, not as a free, independent medium of informa- 
tion and opinion, but as “collective propagandist and... 
agitator” as well as “collective organizer.’”’ The critical 
importance which the Chinese Communist leadership attri- 
butes to this weapon of mass political indoctrination and 
eontrol is abundantly clear from the assiduous effort with 
which it has sought to expand the party-controlled press, 
and from the comprehensive character of the press ap- 
paratus which it has succeeded in developing in six years 
of Communist rule. 


Although, prior to the Communist conquest of govern- 
mental power, there had been a succession of party news- 
paper organs dating as far back as 1924, the development 
of the powerful press apparatus which the party commands 
today began only with the final military offensive which 
extended Communist control over the whole of the Chinese 
mainland. In 1948, as the offensive got underway, Jen-min 
jih-pao (People’s Daily) was established, in more or less its 
present form, as the supreme organ of the CPC Central 
Committee, and its circulation steadily increased as it 
followed the troops into the areas captured from Nationalist 
authority. At the same time the Communists set up new 
local party organs in these areas and began the systematic 
take-over of existing press organizations. 


Nationalist organs, both official and semi-official, were 
naturally the first victims of suppression. As a Communist 
account puts it, “newspapers and periodicals formerly be- 
longing to the Kuomintang were,closed without exception, 
while genuine people’s publications were given all condjtions 
for free development.” Such newspapers as the Kuomin- 
tang-controlled Chung-yang jih-pao (Central Daily News) 
were thus seized outright, and at the same time private, 
independent newspapers were subjected to both overt and 
subtle, undercover pressures calculated to force their closure 
or reorganization under Communist control. 
Catholic daily Yi shih-pao (Social Welfare), for example, 
was compelled to cease publication. Hsin-wen pao, import- 
ant Shanghai journal, underwent “reorganization”, and the 
widely-read independent Tientsin newspaper, Ta-kung_ pao, 
also was brought under the thumb of the party in 1949 
with the conversion of its editor to Communist allegiance. 


The combined processes of eliminating independent com- 
petition and expanding the organs speaking directly for the 
party have resulted in a monolithic press structure thorough- 
ly subservient to the party’s will. The structure is com- 
posed of a small number of key newspapers which are cir- 
culated nationally, and a much larger number of papers 
serving only the localities where they are published. Exclud- 
ing small county papers, the total number reached 265 in 
1955. 


The reputable: 


There is a natural differentiation in subject matter 
between the national and local newspapers, the former con- 
centrating on affairs at the national level while the latter 
devote greater attention to matters of particular interest 
or concern to their own areas of circulation. In addition 
to this geographic specialization, there is a differentiation 
along functional lines which is particularly noteworthy 
among the organs of national circulation. 


The Tools and the Target 


As the mouthpiece of the Central Committee, for 
example, Jen-min jih-pao specializes in party affairs and, 
like the. Soviet Pravda, serves as the official expositor and 
interpreter of the current party line in all matters. 
Its columns therefore constitute virtually compulsory reading 
material for all party cadres and at the same time furnish 
the entire press with the general policy guidelines which 
it must follow. This vital function places the newspaper, 
figuratively speaking, at the apex of the pyramid-like press 
structure. 2 


The other subsidiary organs of national circulation are 
functionally designed to carry the party’s propaganda to 
different key segments of the population. Kung-jen jih-pao 
(Workers’ Daily), organ of the All-China Federation of 
Trade Unions, has the task of indoctrinating the workers 
with the philosophy of “socialist construction’; Wen-hui 
pao is aimed chiefly at primary and high school teachers; 
and Kuang-ming jih-pao, officially identified as the organ of 
the “democratic coalition’ parties collaborating with the 
Communists, speaks especially to the intelligentsia, stressing 
eultural and educational matters. Ta-kung pao, though 
now thoroughly integrated into the party propaganda ma- 
chine, retains at least a trace of its old identity in that it 
continues to stress economic and foreign affairs. 


Along wih the multiplication of the number of party 
organs, both national and local, and the reorganization of 
the press structure along hierarchic and functional lines, 
unceasing efforts have been made by the Chinese Communist 
regime to expand newspaper circulation. The party leader- 
ship is keenly aware that this is vital to propaganda effec- 
tiveness and has therefore made it a primary goal not only 
to get the party organs read by the greatest possible number 
of people, but to ensure that a maximum proportion of 
readers be reached by more than one newspaper simul- 
taneously. This, in large part, explains why the local Com- 
munist papers are encouraged to give major emphasis to 
matters of local interest and why some of the already 
established papers, such-as Ta-kung pao, have been permitted 
to retain their old names (in an effort to hold on to their 
past subscribers). It also is one of the considerations 
underlying the policy of functional specialization, which is 
supposed to be conducive to better quality and greater 
attunement of the newspapers to the interests of the various 
occupational groups. 


Perhaps the most effective step taken by the regime to 
expand readership has been the assignment of entire re- 
sponsibility for newspaper circulation to the postal service. 
Utilization of the posts for this purpose was instituted on a 
national scale shortly after the holding of the First National 
Postal Conference and Convention of Newspaper Managers 
in December 1949, which led to the wholesale. transfer of 
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experienced personnel from the newspaper circulation de- 
partments over to the postal service. The mail carriers not 
only deliver the newspapers but also solicit subscriptions, 
collect payments, secure renewals, and actively organize 
newspaper reading groups designed both to stimulate study 
of the daily press and to ensure that single copies of the 
papers reach maximum numbers of people. 

For a country with a population of 600,000,000, news- 
paper circulation figures in Communist China remain strik- 
ingly low, but statistics made public by the regime indicate 
that there has at least been a substantial advance in recent 
years. According to the official figures, total circulation 
had risen to 12,000,000 at the end of 1955, as compared 
with 7,000,000 in 1952. Since some papers which are not 
dailies are included, total circulation of the daily press is 
somewhat less, but also would appear to be growing at a 
comparable pace judging from the official claim that Jen- 
min jih-pao increased its circulation from 500,000 in June 
of 1954 to 710,000 by the end of 1955. The regime’s 
recognition that it still has a long way to go despite these 
increases was implicit in Jen-min jih-pao’s declaration, on 
April 26, 1956, that “to increase the circulation of the 
party’s paper must be regarded as a political assignment.” 

Centralized party control is, of course, a fundamental 
characteristic of the Chinese Communist press. Supreme 
authority resides in the Propaganda Department of the party 
Central Committee, which decides propaganda themes, oc- 
casionally issues official releases of its own for dissemina- 
tion through the press, and orginates orders and directives 
relative to information policy and other matters affecting 
press operations. Its decisions and directives are trans- 
mitted through both party and government channels. 

Two vital cogs in the machinery of party control are 
the New China News Agency (NCNA) and Jen-min jih-pao. 
Through NCNA, the party exercises a complete monopoly 
over the news to be made available to the press for publica- 
tion, and use of the agency’s dispatches has been com- 
pulsory for all newspapers since January 1950. Jen-min 
jih-pao, as stated earlier, acts as the official enunciator 
of the party line for the whole press to echo; and, in ad- 
dition, it exercises close surveillance of all the newspapers, 
occasionally publishing direct or indirect criticisms of 
offending journals in a section entitled “Survey and Com- 
ments of the Press,” which appears periodically. 


The Effects of Regimentation 


The most telling evidence of the party’s. ubiquitous 
control is furnished by the drab, regimented uniformity of 
the newspapers. By way of illustration, let us take three 
of the leading national dailics—Jen-min jih-pao, Kuang- 
ming jih-pao and Ta-Kung pao. Until the expansion of 
Jen-min jih-pao to eight pages in July 1956, all three had 
published regular daily editions of four pages, in addition 


to which they put out special pictorial and other types of 


supplements at less frequent intervals. Selecting at ran- 
dom the date of January 3, 1954, a comparison of the 
contents of the three papers reveals the following: 

The two items given top prominence on the front page 
of Jen-min jih-pao on this date were (1) the replies given 
by the then Soviet Premier Georgi Malenkov to questions 
put to him by the American news agency, International 
News Service; and (2) a Pravda editorial of the preceding 
day calling for a “further relaxation of the tense inter- 
national situation.” The same two items were likewise 
given major front-page play in the other two papers, under 
identical headlines. 

Turning to the second page, the feature article in Jen- 
min jih-pao carried the self-congratulatory title, “Agricul- 
tural Production Increased Through Propagation of the 
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General Line.” (The “general line’’ is the official designa- 
tion of the revised party line promulgated in 1953 for the 
period of ‘“‘transition to socialism’’). Obviously, the pre- 
scribed theme for the day was the virtues of the “general 
line,” for the other two papers expatiated on it from the 
angles of their own respective specializations. Kuang-ming 
jih-pao’s second-page feature was entitled, “The General 
Line Illuminates our Forward March to Socialism,” other 
items on the same page dealing with educational activities 
in relation to the line. Ta-kung pao devoted its corres- 
ponding space to reports on production, grain deliveries, 
and market control—all, again, viewed as practical examples 
of the working of the “general line’ in the economic sphere. 

Third-page items showed a greater degree of variation 
among the three papers, though the underlying party slant 
remained uniform. Jen-min jih-pao carried several items 
with preparations for “basic level” elections, “counter- 
revolutionary” activities, and party news, as well as some 
excerpts from Pravda and short cultural items. Kuang- 
ming jih-pao offered reports on the activities of literary 
circles in connection with the “general line’, some book 
reviews, and some items concerning agricultural coopera- 
tives. Ta-kung pao dealt principally with developments in 
the reorganization of private business enterprises to admit 
government participation, giving its report the enthusiastic 
headline, ‘““As the Happy Day Approaches.” A slight amount 
of space was devoted to price and other quotations, ad- 
vertisements and public notices. 

The fourth page of the three newspapers, the standard 
place for ‘international news’ coverage, was devoted 
almost exclusively to items dealing with or emanating from 
the Soviet orbit and foreign Communist groups, generally 
the same items in all three papers. In addition to these, 
Jen-min jih-pao offered some biographical material concern- 
ing Stalin Prize winners; and Ta-kung pao ran a _ story 
alleging “American exploitation of Germany.” 

This sampling is fairly typical of the day-to-day con- 
tent and tone of the Chinese Communist press. The front 
pages of the newspapers, habitually devoted to the items 
rated most important by the party, are naturally the most 
uniform; the last pages, purveying “international news’, 
only slightly less so. Such diversity as exists is limited 
primarily to the inside pages, to filler material, supplements, 
and editorials of less than front-page importance. Varia- 
tions in subject matter, however, mean no variation in the 
slanting of all newspaper content to achieve the party’s 
propaganda objectives. 


The Tasks of the Press 


Since the essential function of the Communist press is 
to indoctrinate rather than inform, its content necessarily 
mirrors the ideas which the party leadership wishes to in- 
stil in the public mind. For one thing, there is constant 
indoctrination in the basic ideology of communism. Jen- 
min jih-pao, for instance, has published in its columns the 
complete texts of Stalin’s Marxism and Linguistics and 
Economic Problems of Socialism in the USSR, as well as 
the theoretical works of Mao Tse-tung, such as On People’s 
Democratic Dictatorship, On Contradiction, and On Practice. 

The “solidarity” of the Communist bloc of nations in 
opposition to the “encirclement” attempts of the “capitalist 
enemy” is another basic ideological theme. The “interna- 
tional news” sections of all the newspapers uniformly con- 
centrate on reporting Soviet and satellite developments, 
injecting only selected items about Western countries, pur- 
posely slanted to serve Communist propaganda. abjectives. 
The technique of quoting favorable comments on Communist 
China by. sympathetic foreign sources is frequently used 


‘to foster the impression of growing world approbation. 
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Apart from these basic constants, the propaganda role 
of the press also involves aiding in the application of 
current party policies. Tine newspapers must let the public, 
and especially the party cadres, know what the regime ex- 
pects of them at the moment, a task which it fulfills in part 
by publishing the texts, often complete, of government re- 
gulations and directives, in part by launching concerted 
propaganda campaigns keyed to certain themes. 

These campaigns, generally centering around some 
catching slogan, give rise to the endless mass “movements” 
which have become characteristic of the Chinese Communist 
scene: the “land reform” and thought reform” movements 
of 1949-51; the ‘“3-anti’” and ‘“‘5-anti” drives of 1952; the 
sustained “resist-America, aid-Korea” campaign; the recur- 
rent drives for austerity and increased production; and the 
1956 drive to induce more intellectuals to join the party. 
Once a theme has been decided by the party, it is uniformly 
publicized on the front pages of the newspapers as a ‘“‘major 
event” and is systematically followed up. It is also ex- 
patiated upon ad nauseam in the inside pages of every 
paper from the particular angle of its specialization, and 
sometimes in special supplements. It supplies the cement- 
ing influence which binds the press together in the desired 
pattern of uniformity. 

Because of the primacy of its indoctrinational role, the 
content of the Chinese Communist press is governed much 
more by the prevailing propaganda themes than by the 
normal Western considerations of news timeliness. Indeed, 
the currency, as news, of what appears in the newspapers 
is only incidental. Thus, for instance, the decision to col- 
lectivize agriculture was adopted by the Chinese party 
leadership more than a year before the press began publiciz- 
ing it in February 1953. 

Such delays may sometimes be occasioned by the party’s 
need for time to work out the details of a propaganda 
theme. On the other hand, where the theme has already 
been operative for some time, new developments may be 
promptly reported. Thus, the draft agricultural develop- 
ment plan for 1956-57, which called for stepping up the 
pace of collectivization, was taken under consideration by 
the Central Political Bureau of the party on January 23, 
1956, and reported in Jen-min jih-pao on January 26. The 
crux of the matter of timing is, perhaps, most aptly and 
frankly explained in this passage from Jen-min jih-pao 
(July 20, 1954): 

Timeliness is a basic element of news. ... But the 
proper time for public release must be selected m reporting 
on important meetings and problems so as to facilitate the 
work at hand. Immediate release cannot be required in 
such cases. 


Brake Upon Editorial Initiative 


Since propaganda themes must always be attuned to 
the official party line regardless of twists and turns, the 
prescribed theme today may not be the same as that which 
the party will prescribe on the same subject six months, 
weeks, or even days hence—indeed, the two may con- 
ceivably be quite inconsistent. This obviously makes it im- 
portant that there be a single voice which speaks with final 
authority in laying down a propaganda theme and in inter- 
preting important events, particularly those connected with 
political decisions and party affairs. Jen-min jih-pao, as we 
have seen, occupies this position, acting as bellwether for 
the whole Chinese Communist press. 


The system has, as one of its effects, sharply curtailed 
the editorial initiative of the subordinate party organs. As 
a general rule, all major editorials which appear in Jen-min 
jih-pao are carried verbatim im the other papers, which 
seldom dare publish editorials of their own on political 
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matters. Jen-min jih-pao editorials on topics of lesser im- 
portance or of a specialized nature need not be reprinted 
in the other papers unless they fall within the field of 
specialization of a. particular paper, which probably then 
will carry it; but even when not constrained to echo the 
words of the party oracle, the subordinate journals show a 
marked hesitancy to editorialize on their own. 

A few statistics will serve to illustrate this point. A 
survey of Kuang-ming jih-pao over a 168-day period during 
the first half of 1954 reveals that the paper republished 19 
editorials from Jen-min jih-pao and seven from Pravda; 
and, of the remaining 142 days, it printed editorials of its 
own on only 31 days and carried none at all on 111. (The 
paper’s reticence is particularly striking because this was 
the period during which the Chinese Communist constitution 
was in preparation. Were the paper a genuine organ of 
the minority ‘democratic parties’, it might have been 
expected to take an active part in the discussion of the 
constitution in its editorial columns). Ta-kung pao’s re- 
cord over a 176-day period was somewhat less extreme, but 
still indicative of the loss of its once noted editorial vigor 
and independence: it reprinted 23 Jen-min jih-pao and 8 
Pravda editorials, carried 75 of its own, and published none 
on 70 days. 


While it appears that, more recently, the subordinate 
national newspapers have been publishing editorials of their 
own with greater frequency, they still are leaving the field 
of political comment almost entirely to Jen-min jih-pao and 
closely following the prescribed party line in their editorials 
dealing with other matters. During September 1956, for 
instance, Kuang-ming jih-pao published only one editorial 
bearing on domestic politics, and this was characteristically 
entitled, “Unity and Progress, One and All, under the 
Leadership of the Chinese Communist Party.” 


Manufacturing an Illusion 


The pursuit of a propaganda theme, however, cannot 
be considered wholly successful unless the regime manages 
to create at least an illusion of spontaneous popular ap- 
proval. Mere passive acceptance is not enough, for the 
Chinese Communist Party is anxious to show both the coun- 
try and the world at large that its leadership and policies 
are heartily applauded and supported by masses of citizens. 
Such “popular backing” then becomes a convenient justifica- 
tion for further official action “by popular demand.” 

The press plays its part in this great stage show by 
various devices. One is to fill the pages of the newspapers 
with reports of “spontaneous” mass meetings, group pledges, 
and statements by individual citizens serving to reinforce a 
certain propaganda theme. For this purpose the news- 
papers utilize a vast army of part-time correspondents in 
all walks of life and so dispersed as to give an appearance 
of broad geographical coverage. According to an authorita- 
tive Communist source, Jen-min Jih-pao has regular con- 
tact with 10,000 such correspondents. Even the provincial 
papers use large numbers of them judging from the 1950 
report that the Hopei Daily had 1,600, the North Kiangsu 
Daily, more than 1,200, and the Shanghai Labor Daily 
7,000. 

~The publication of “feaders’ letters’? is another device 
frequently used to demonstrate popular approval, as well 
as to give added publicity to a current propaganda theme. 
Typical examples are letters published in Kuang-ming jih- 
pao (August 9, 1954) eulogizing the-newly-adopted Chinese 
Communist constitution (then the major propaganda 
theme); a letter from a student in the same newspaper 
(September 8, 1954) advocating the “liberation” of For- 
mosa; and a letter from a model soldier of the ‘‘People’s 
Army”, published in Jen-min jih-pao, expressing determina- 
tion to be “a good revolutionary soldier.” 
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To be sure, the correspondent columns also print oc- 
casional letters of a critical nature. The party, indeed, 
makes much of the role of criticism as a safeguard against 
complacency, inefficiency, and the alienation of the party 
from the “masses.” A resolution of the Central Committee 
in April 1950 exhorted all party members to “adopt a 
genuinely revolutionary attitude by welcoming and support- 
ing criticism,” and the old Information Administration not 
only sanctioned the publication of “constructive criticisms” 
but directed the newspapers to “make it their responsibili- 
ty to secure replies to all the criticisms published and to 
undertake to publish these replies so that the full facts 
are put before the public.” 


All this sounds highly democratic and commendable, 
as indeed the party means it to sound in order to support 
its claims of “inner-party democracy.’ Careful examination 
of the actual criticisms aired in the correspondence columns 
of the press, however, indicates that they are generally 
directed at cases of waste, inefficiency or, perhaps, corrup- 
tion in local government agencies—public health organs, 
supply depots, etc. and occasionally in the lower strata of 
the party bureaucracy. On the other hand, though indivi- 
dual party officials may be assailed for faulty execution of 
party policy, neither the policy itself nor the party may be 
criticized. As one Communist spokesman puts it, the press 
cannot be permitted to publish such criticisms as would 
undermine “the interests of the state and the people’’— 
these interests, of course, being construed as equivalent 
to those of the party. 


The innocuous nature of the letters that find their way 
into print certainly suggests very careful screening, if not, 
in some cases, actual planting by the party. Their publica- 
tion and follow-up serves a propaganda purpose in fostering 
a popular impression of party tolerance and responsiveness 
to public opinion. At the same time, to the extent that 
the letters received by the newspapers are genuine, spon- 
taneous expressions of the writers’ opinions, they furnish 
the party with a useful channel for keeping informed of 
grass-roots sentiment and conditions. 


A Chinese Communist “Thaw’’? 


In the last year or so, there has been much specula- 
tion concerning the extent to which the Chinese Communist 
regime is following Moscow’s earlier lead in the direction 
of some measure of relaxation of thought control and of 
the rigid limitations upon the freedom of the press. One 
of the much-propagandized slogans of 1956 was Mao’s 
pronouncement (in May) of a new policy toward intellec- 
tuals, summed up in the exhortation, “Let flowers of many 
kinds blossom, and diverse schools of thought contend.” 
Jen-min jih-pao also stated, in its July 1 issue, that it plan- 
ned to encourage free discussion in its columns, which sug- 
gested that the press, too, was to benefit from the new 
policy. 

Three months after the latter statement, however, 
Jen-min jih-pao returned to the subject to state that, while 
there should be free intra-party discussion, party members 
could not be permitted to air their differences outside the 
party. Since, quite obviously, lifting restrictions upon the 
free publication of criticisms in the press would bare in- 
ternal party differences to the general public, it would ap- 
pear that the earlier promise has been reconsidered and 
any significant change in the content and nature of the 
Chinese Communist press effectively precluded. 

As for the greater intellectual freedom proclaimed by 
Mao, there has been a considerable amount of officially- 
inspired discussion regarding its advantages and disad- 
vantages, but remarkably little evidence of the actual, 
voluntary exercise by artists, writers, and scholars of their 


79 


supposed right of free expression. In fact, their reticence 
led a vice-chairman of the party-sponsored Union of 
Chinese Writers to declare in a speech on November 22, 
1956, that “it was not a good sign for everyone to keep 
quiet.’”’ The attitude of the intellectuals is hardly surpris- 
ing, however, considering that they and the public at large 
are constantly being reminded that Communist law does 
not seek “to tie the hands of those who are opposed to 
domestic and foreign enemies. . . . It seeks only to tie down 
the hands of the counterrevolutionaries.” This indicates 
little leeway for intellectual independence. 


Dull as the Chinese mainland press has become under 
communism’s enforced Gleichschaltung, this does not mean 
that it is not informative to the discerning observer. It 
faithfully mirrors the Communists’ ambitious efforts to re- 
shape the institutions, life and thinking of a nation of 
600,000,000 people and furnishes valuable. if sometimes 
unwitting, clues to the problems which they are encounter- 
ing. In this sense, the very propaganda which the media 
of information, upon party command, dispense from day to 
day is revealing: its shifting emphasis, direction and inten- 
sity serve as guides to what the party leadership is thinking 
and where the major problems of the moment lie. 


But from the standpoint of the effectiveness of the 
press as a domestic propaganda weapen, dullness has its 
drawbacks. Jen-min jih-pao itself acknowledged (April 26, 
1956) that poorness of content may be retarding the further 
expansion of the Chinese Communist press. There have 
also heen indications of official annoyance over the fact that 
some subscribers to the party organs do not bother to read 
them. 


The question remains whether the official propaganda 
line is genuinely believed by the majority of those who do 
read the newspapers and, hence, whether the vast press 
machine which the party has built up is really as effective, 
in the long run, as one might assume. There have been 
some negative indications on this score. from the party 
itself. Jen-min jih-pao on January 24, 1957, for example, 
openly registered the party’s disappointment over the inade- 
quate effectiveness of propaganda aimed at convincing the 
peasants of the virtues of collectivization. Again, on 
February 22, it complained that many peasants still could 
not “fully realize the (proper) relationship between collec- 
tive and individual interest.” In view of the particularly 
intensive propaganda campaign that has been waged on the 
subject of collectivization, these admissions are significant. 

To be sure, the innate conservatism of the peasants 
is a hard propaganda nut to crack, but evidently doubts 
have also arisen concerning the effectiveness of Communist 
efforts to indoctrinate Chinese youth. This was revealed 
in a backhanded manner by an article in the party youth 
organ, Chung-kuo ch’ing-nien (China Youth), on September 
16, 1956. The author of the article called to task those 
who doubted, ‘‘on no grounds whatsoever,’ that some 
members of the Youth League—supposedly embracing the 
elite of Chinese Communist youth—were really ‘“‘enthusias- 
tic’? about the party, and who questioned the young Com- 
munists’ motives. 


The Impact of Hungary 


If there had been any incipient tendency toward a 
relaxation of authoritarian controls, including those over 
the press, prior to the insurrection in Hungary, that event 
definitely weakened it. The development of the Hungarian 
uprising from a local manifestation of dissatisfaction within 
the framework of communism to a nationwide revolt against 
the Communist system itself jolted the Chinese Communist 
leadership profoundly, and the result has been a diminution 
of talk about freer expression, ,coupled with a renewed 
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emphasis on counterrevolutionary dangers. Thus, China 
Youth addressed this admonition: to its young readers, whose 
Hungarian counterparts had touched off the powder-keg of 
rebellion, in an editorial on November 17, 1956: 


From the Hungarian incident we see clearly ‘that de- 
mocracy should have a certain limit. Not realizing the 
limited sphere of democracy, the Nagy government gave 
way and carried out a “benevolent policy” toward counter- 
revolution for a few days, with the result that serious 
damage was done to the party and working people of 
Hungary. Chairman Mao has said point-blank that 
dictatorship must be enforced vis-a-vis counterrevolu- 
tionaries, that “they are only allowed to behave well and 
are not allowed to speak and act wildly.” 

It appears unlikely, therefore, that there will be any 
change in the rigid party regimentation of the Chinese 
Communist press in the foreseeable future. This, in turn, 
means that the party leadership will continue to be faced 
with a dilemma in its efforts to render the press a more 
effective instrument of its will. For while a regimented, 
subservient press, which subjects the citizen to a constant 
and dully monotonous barrage of propaganda at every turn, 
has undoubtedly succeeded in converting some, it is evident 
that it has failed to convince important segments of the 
population. A relaxation of the bonds restricting freedom 
of expression certainly would help to build up greater public 
trust, as well as interest, in’ the press, but the party ob- 
viously is not prepared to risk the possible consequences of 
an unimpeded exchange of competitive ideas. It can only 
hope that the effectiveness of its propaganda machine will 
not be put to the final test. 


o* * * * 


Since the preceding article was written, its conclusions 
regarding the extent and limits of the Chinese Communist 
“thaw? have been strikingly corroborated by events in 
China. Late in April 1957 the Chinese party leadership 
announced the launching of a new cheng feng (rectification) 
movement to cleanse the party of the recurrent evils of 
“bureaucratism, sectarianism, and subjectivism.” In defer- 
ence to the policy proclaimed earlier in the slogan of “Let 
the hundred flowers blossom, let the hundred schools con- 
tend,” the leadership invited the so-called “democratic 
parties” and other non-Communist groups to join in a drive 
to freely criticize the party’s shortcomings. ‘The criticisms 
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were mild and innocuous at first, but by the beginning of 
June the campaign seemed either to be getting out of hand 
or to be a spectacularly contrived display of the party’s 
new leniency. There were suggestions by the democratic 
party spokesmen that bureaucratism, sectarianism and sub- 
jectivism were inherent in socialism and Communist dicta- 
torship; Ch’u An-p’ing, chief editor of Kwang-ming jih-pao, 
assailed the Communist idea of a “party kingdom” as the 
cause of “worsening relations between the party and the 
masses”; and Lung Yun, vice-chairman of the National 
Defense Council, voiced some sharp criticisms of the Soviet 
Union. The most daring outburst came from Ko P’ei-ch’i, 
a lecturer at the Peking People’s University, who flatly 
stated that the Chinese masses do not want Communist 
Party leadership and warned party members that “if you 
are no good, the masses may strike you down.” 


This was quite obviously a more proliferous blossom- 
ing of the flowers than the party could afford to tolerate. 
There ensued a series of attacks on the “rightists” both 
by the party organs and by the democratic groups them- 
selves, undoubtedly with party inspiration. Thus far, no 
direct disciplinary action by the party itself has been re- 
ported, but Premier Chou En-lai, in a report delivered 
before the National People’s Congress on June 26 (NCNA, 
Peking, same date), bluntly accused the “right-wing 
elements” of trying “to drive our country from the path 
of socialism to the path of capitalism” and “to get our 
state power away from the vanguard of the working class 
—away from the leadership of the Communist Party.” His 
reference in almost the same breath to “remnants of 
counterrevolutionaries .*. . . who are still trying to engage 
in wrecking activities’ appeared fraught with dread impli- 
cations. 


Of particular interest in connection with the press is 
the fact that both the editor and the director of. Kwang- 
ming jih-pao have been accused of shifting the paper’s 
political line to one hostile to socialism and the CPC and 
friendly to bourgeois ideas. On June 14, Jen-min jih-pao 
editorially condemned not only Kwang-ming jih-pao but also 
Wen-hui pao for “highlighting the bourgeois viewpoint’”’ and 
called for a “‘two-front struggle against both left and right 
deviations” in journalism. This would appear to doom 
whatever budding hopes. might have arisen for a greater 
measure of freedom for the Chinese Communist press. 


REPORTS FROM TAIWAN 


Crime and Criminals 


The degree of demoralisation prevailing on ‘Taiwan, 
mainly among the Chinese refugees from Shanghai and 
other centres of the mainland, can be gauged from the 
crime wave which has become oppressive in recent months 
and has caused serious concern among the general public 
and the authorities. There is little hope for an improve- 
ment. The ‘China Post’, Taipei, recently editorialised on 
this matter as follows:— We have reason to be shocked 
these days when we read newspaper reports on erime stories. 
It seems that Taiwan has lately been going through another 
crime wave. Nearly every morning when we opened the 
newspaper there was always a large portion of their space 
which was occupied by such crime stories as cold-blooded 
murder, suicide, duel among hooligans, assault on a little 
girl, and the like. As a matter of fact, crimes had been 
committed at such a speed that reporters of newspapers 
assigned to cover that field had found it necessary to ask 
‘for reinforcement from their offices. Parents were facing 


an increasingly difficult problem of hiding family papers full 
of crime stories from their teenage children. 


“We admire the capability and efficiency of the Cri- 
minal Investigation Division, the police and other branches 
of security forces who have really done a wonderful job. 
In some cases wherein the crimes committed were of a very 
unusual and complicated nature, they had always managed 
to uncover the truth in a comparatively short period of 
time and bring the criminals to justice. The law courts, 
we believe, will show no leniency towards those cold-blooded 
murderers and lawbreakers with a view to letting them 
know that it does not pay to break the law. However, past 
experiences tell us that the efficiency of the law enforcers 
in bagging the criminals and the severe punishment given 
to the lawbreakers sometimes had little effect in checking 
future crimes. It has also been true that despite the high 
capability and efficiency of the law enforcers the lawbreak- 
ers often become more shrewd and find it necessary to adopt 
more effective methods in their operation in order to escape 
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punishment by. law. Apparently what the law enforcers can 
do is to seek remedial measures ‘after a. crime has already 
been .committed. When society shows such unhealthy signs; 
it is not a problem which we can leave to the hands of the 
law enforcers alone. It is also the duty of the nation’s 
policy makers, educators, social workers, : ‘criminologists, and 
religious leaders to look into the real causes of the increas- 
ing crime wave. 


“Unless we all. make an honest effort to study the 
root. of this problem, to find out the real causes behind all 
these crimes and.to map out overall preventive measures 
to stop such a trend, this crime wave will never be checked 
and, our law enforcers will eventually find that there are 
more crimes than they could possibly handle. As a result, 
the damage to be.done to society and to the next genera- 
tion will be-truly disastrous.” 


Private Exports & Speculation 


Much has been .said of encouraging private exports 
and certain efforts have in\fact been made to increase the 
shipments of local products abroad; there is, however, no 
sign that the business is taking a turn for the better. In- 
stead, the trade situation of some major items, notably tea 
and citronella oil, is plunging into a recession while the 
exportation of -bananas, another big private export item, is 
faced with a pernicious competition from the Communists. 
The stagnant state of the private export trade must have 
been responsible for the successive unfavorable trade 
of the island during recent months. Continuation of the 
adverse development would have a profoundly bad effect on 
the island’s economy. 


Causes of the depression are diversified. But there 
are two factors in common which have’ brought about the 
recession: inadaptability of domestic production to the 
changing conditions on the world market and harmful specu- 
lations ‘on the part of the traders. Both tea and citronella 
oil had a booming world market last year. The former 


earned: for the island US$5,051,000 and the latter yielded, 


US$5,107, 000. However, the manufacturing of tea was not 
profitable at all. Owing | to its poor quality, Taiwan tea 
was sold at a much lower price than that of other countries. 
The price fell below the cost of production with tea pro- 
ducer’s suffering a loss. As a consequence, farmers and 
manufacturers refrained from stepping up their production 
this year. Tea'production for. the current year is estimated 
to have been reduced by about one-fourth, or over 8,000,000 
pounds.as compared to- last year. Tea exports are there- 
fore bound to tumble. 


Citronella oil “has, a very limited market in the world, 
only used for a few specific purposes such as the manufac- 
ture of perfumes, soap and cigarettes. The production of 
this commodity has, however, shown a perceptible increase 
this year. In addition to Guatemala, Venezuela and Java 
which have more citronella oil for export, Taiwan now faces 
new conipetition from the Red regime which has managed 
to grow some. citrous plants on Hainan Island and put out 
\citronella oil in a large’ enough quantity for ;export and 
press down,the market price of the product in Hongkong, 
the second biggest market of Taiwan’s citronella oil, taking 
about 594,000 kilograms last year. Recent reports from 
the British colony showed signs that-the Reds chose to lower 
once again their citronella oil prices in an attempt to dis- 
place Taiwan’s product from that market. The’ latest 
quotation for ,December/January ‘forward sales, for ‘in- 
stance, was pressed as.low as HK$38.50 per pound c.i.f. in 
comparison with. Taiwan’s selling, price of HK$3.90 per 
pound F'.0.B. Compared to that of last year, which reached 
a record high of over HK$5.00 per pound c.if., the. price 
of citronella oil has. registered indeed a big’ decline in the 
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world market. At home, the price has shown even a more 
drastic slump, quoted at around NT$15.00 per ; and, falling 
far below the actual cost of production. 


Important as they are to the island’s economy, tea and 
citronella oil have never been produced on planned basis. 
Encouraged by the handsome profits they made last year, 
farmers and processing firms of citronella oil managed to 
boost their outputs with no regard to the world overpro- 
duction this year. Along the same line of thinking, tea 
producers cut drastically their outputs this year simply 
because cf the unprofitability of the industry last year. 
Government agencies responsible for farm production do 
not wish to take the trouble of rendering guidance in order 
to keep the outputs in close coordination with the demand 
of the world market. Speculative traders, who have more 
chances to manipulate the market price of such products 
under such circumistances, are likely to determine the 
magnitude of production which can hardly be made adaptable 
to the maii.et situation abroad. 


Government controls on private exports are also 
pointed to as having contributed to the stjgnancy of the 
export trade. Besides the unfavorable rate of exchange and 
tremendous procedural requirements for shipping out local 
products which are a central theme of criticism, the rigid 
floor-price system is also sometimes blamed as retarding 
exports. In the case of the present citronella oil sluggish- 
ness, traders are once again voicing a demand of lowering 
the floor price. There is no doubt that the floor price 
should be made adjustable to the conditions on the world 
market. But readjustments have to be based on, a long- 
term tendency of piice movements which calls for a 
thorough survey on the part of the responsible authorities. 
A reckless change may only benefit speculations without 
doing any good to the nation’s economy. 


Vietnam Overseas Chinese 


Taiwan authorities, pretending to wish to protect the 
overseas Chinese in Vietnam. have talked very big in the 
recent past, asserting that they could ‘repatriate’ a hundred 
thousand or more of those Vietnam-born Chinese who re- 
fused to accept Vietnam nationality. Much propaganda 
was made and the ‘bad lot’ of the actually very prosperous 
Chinese in Vietnam (mainly in the Saigon-Cholon region) 
was deplored. The Ministry of Foreign Affairs, Taipei, and 
the Overseas Chinese Affairs Commission busied themselves 
with ‘airlifting’ Chinese students from Saigon to Taiwan 
where a reception for them was arranged which resembled 
a hero’s return. It wag alleged by the Kuomintang au- 
thorities that; over a hundred thousand of those ‘loyal sons 
and daughters of China’, so unjustly treated by Vietnam, 
would be airlifted to their motherland. Up to now the total 
so airlifted has amounted to 582 students. 


The attitude of the Vietnam government has not 
changed; negotiations by the Kuomintang authorities did 
not influence Saigon in the least. Those Chinese ‘born in 
Vietnam are now considered Vietnam’ citizens and if some 
of them don’t like it they are welcome to leave Vietnam 
with all their possessions. But, as was to be expected, the 
Chinese community appreciates. to be allowed to live and 
do business in Vietnam, and very few ultra-nationalists 
would prefer to go-to Taiwan or to mginland China. To 
caver, up the failure of the Taipei authorities, who had 
earlier talked so much about ‘protection’ of the Chinese in 
Vietnam, it has now been officially stated in Taipei that 
‘repatriation’ cannot be continued as Vietnam ‘insists on 
sending to Taiwan some so- called criminals’. The truth is 
that among the Chinese students who wanted to leave for 
Taiwan, against the wishes of their parents, and who even- 
tually did.not leave when their bluff was called by the 
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JAPAN’S FOREIGN 


The Ministry of International Trade and Industry (MITI) 
compiled its 1957 White Paper on Foreign Trade; summary and 
comment follow below :— 


Outline of Trade for 1956 


According to customs clearance records, export continuing 
its favourable tempo registered $2,500-million, showing an in- 
crease of $490-million (24 per cent) compared with that of the 
previous year. The high level attained was approximately 
double the 1953 export total. Import reached $3,230-million, 
showing a large-scale upswing of $760-million (31 per cent) over 
that of the year before. However, export volume registered an 
actual increase of 19 per cent because the export price index had 
risen 3.3 per cent. This means that an export scale equivalent 
to 86 per cent of the prewar level (1934-36 average) had been 
restored. As result of the import price index having risen 1.4 
per cent, the import volume index rose by 27 per cent. This is 
equivalent to 114 per cent of the prewar scale of import, exceed- 
ing for the first time the prewar level. 

In regard to the balance of foreign exchange, receipt of 
export exchange reached as high as $2,400-million for the year, 
showing an increase of $450-million (23 per cent) over that of 
the previous year. Import exchange payment registered $2,470- 
million, an increase of $620-million (34 per cent) compared with 
that of the preceding year, exhibiting an upswing far greater 
than that for export. Consequently, the trade balance was 
$70-million in the red, turning considerably for the worse com- 
pared with the $110-million in the black-ink column for the 
previous year. 

The invisible trade balance situation was as follows: Special 
Trocurement Receipt :—Because export to various Asian coun- 
tries in connection with the International Cooperative Agency 
(ICA) Fund showed a. satisfactory tone, receipt totalled 
$600-million, an increase of $40-million over the preceding year. 
Receipt Excluding Special Procurement:—Receipt increase 
halted at about the $70-million level. On the other hand, 
payment total increased about $140-million principally due to 
the upswing of marine freightage arising from the Suez Canal 
tension. Over-all, the adverse tone of invisible trade receipt 
excluding special procurement was worsened. The aggregate 
foreign excha:ge balance was favourable by $290-million, but 
the situation shows marked deterioration compared with the 
$490-million in the black-ink column in the preceding year. 
furthermore, one must note that the black-ink amounts only to 
$140-million substantially, when the increment in usance bills 
for the year aggregating $160-million is deducted from the total. 

Export: Distinctive features of export according to com- 
modity categories are that metallic items showed a large-scale 
downswing of 12 per cent, while machinery, with export ships 
as the pivot, accounted for a sharp upswing of 96 per cent. 
Relative to other ‘items, fairly large increases were shown by 
foodstuffs, 32 per cent; textiles, 16 per cent; chemical products, 
14 per cent; non-metallic mineral products, 3.5 per cent, etc. 


Vietnam government, there were also a few persons who 
had an unsavoury even a police record. 

The term ‘repatriation’ is another curiosity; ‘patria’ is 
of course Vietnam, where the students were born, while 
Taiwan is the ‘patria’ of the Formosans who are finding 
themselves crowded by unwelcome guests (or invaders, to 
be more correct) who seem, for whatever ulterior motives, 
prepared to bring in more foreigners, this time from Viet- 
nam. 
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TRADE POSITION 


When examined according to destination areas, export to indus- 
trialized countries increased by 24 per cent, though cotton goods 
to North Africa became dull affected by the import readjustment, 
other consumption goods were very active. Large-scale 
increases in ships and canned goods were seen relative to the 
European region, and also in Liberia-destined vessels to Africa. 
For areas other than industrialized countries, the situation was 
top-heavy, with the exception of export on the basis of the ICA 
Fund and the conspicuous upturn of export to East Asia and 
Southeast Asia, particularly shipment to Communist China. 

Import: The marked upswing of manufactured goods such 
as machinery and also semi-finished goods such as iron and steel 
and other industrial raw materials is conspicuous in contrast to 
the continued downswing of foodstuffs import since the previous 
year. Among items listed above, the increase in industrial raw 
materials is striking, reaching a total of $640-million. A fact 
worthy of special notice is that iron and steel raw materials— 
iron ore, scrap iron and super coking coal—have all shown 
increases, registering an upswing of $210-million in the 
aggregate. 


Foreign Trade and Overseas Markets 


The expansion of Japanese trade during the past two or 
three years, when considered from the sole aspect of the rate 
of increase, far exceeds that of international trade in general, 
showing a high rate unparalleled in any other country. However, 
this has its origin in the fact that the recovery of Japanese trade 
began its upward course which began in 1954 from an abnormally 
low level supported by domestic expansion factors and favdurable 
international business weather. Consequently, there is no 
guarantee that the high rate of export increase as seen hitherto 
can be maintained in the future. It is possible to consider that 
the future expansion of export will become more and more 
difficult. The following two angles can be pointed out as key 
factors controlling the situation: 

Overseas Market Trends and Japanese Trade: In 1956, the 
stagnation of domestic demand did not function very much as 
a pressure to export. Thus, overseas market trends acted as 
the strongest pillar buttressing the increase in export. But this 
aspect alone does not completely explain the situation. In other 
words, it can be said that special factors such as orders in connec- 
tion with the ICA Fund and the upswing of export to Communist 
China also operated as influences supporting export increase. 

Japan’s Trade Structure: When the structure of postwar 
Japanese export markets is observed, it is composed even in 1956 
of a great number of smaller markets with the exception of the 
United States which takes more than 20 per cent of the ‘export 
total. Moreover, the major portion of these markets are 
underdeveloped, non-industrialized countries amd thus their 
respective economic instabilities in effect threaten Japan’s export 
stability. When the composition of export commodities accord- 
ing to categories is also examined, it is seen that the relative 
importance of textiles is overwhelmingly great. Now, because 
fluctuations in‘the balance of international payments is passed 
on most frequently to consumption goods, it is more frequent 
than not that Japanese export is seriously influenced one way 
or the other by import restrictions, etc. of the other party, even 
in the case of advanced industrialized nations, not to mention 
unstable markets in underdeveloped countries. Moreover, rela- 
tive to production goods export to advanced industrial countries, 
stabilized expansion in the future cannot be expected unless short 
supply exists in the importing country. When these points are 
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HE SREPUBLIG-~ OF THE. PHILIPPINES 


PART 


HS TORY 


Culturally, the Islands, now known as the Philippines, 
were influenced by Hindu, Buddhist and Moslim life before 
Christianity entered. Like the rest of the Malay world 
(which includes the Indonesian archipelago) the Philippines 
received their cultural impetus from India. 

The Philippines had commercial relations with neigh- 
boring countries of the Far East long before contact with 
the West was established. Trade relations with China 
started in the 9th century of the Christian era through 
Arab traders who also pioneered the route from Malacca, 
through Borneo, the Philippines, and to Formosa. Goods 
from Southeast Asia and the Western world were carried 
by the Arab traders to the Philippines who also brought 
Chinese goods, such as glass beads and porcelain dishes. 
Philippine goods were brought to the Chinese mainland 
through the port of Canton by Arab ships. It is likely 
that Jewish traders participated. During the rule of the 
Sung dynasty in China.. Chinese goods began to flow into 
the Philippines. Chinese traders’ colonies were founded. 
During the Ming period some more such colonies were esta- 
blished in a number of towns. 

By the middle of the 14th century several countries of 
the Far East had begun to take an active interest in Philip- 
pine trade. Cambodia and Champa, in Indochina, traded 
their porcelain products with Philippine wares. A little 
later, Annam, Siam and Tonkin also began to trade with 
the Philippines. Very keen was this competition in the 
trade with the southern Philippines centering on Sulu. Keen 
commercial rivalry lasted up to the Javanese or Madjapahit 
period. Then the Islands became part of a great Pan-Malay 
empire and Hinduism was a strong influence. 

The Chinese regained control of the Philippine trade 
when the Ming emperor Yung Lo came to the throne of 
China. Yung Lo sent a large fleet consisting of more than 
60 vessels to the Philippines under the command of Admiral 
Cheng Ho. The fleet visited Lingayen in Pangasinan pro- 
vince, Manila Bay, Mindoro and Sulu. These visits took 
place in 1405-06, 1408-10, and 1417. For a short period, 
the Chinese emperor even tried to maintain a kind of 
sovereignty over Luzon and sent Ko-ch’a-lao to the island 
as “governor.” With the death of Yung Lo, however, his 
claim to dominion over Luzon came to an end. 

The aggression by China, in the fashion of imperialists 
and colonialists, had been defeated by the people of 
Luzon. 

In the 15th century, upon the establishment of the 
Malaccan Empire, Mohammedanism began to spread to the 
southern Philippines. Indochina trade diminished and the 
Chinese traders, pressed back by the Mohammedans, sought 
new trading routes to those parts of the Philippines where 
Mohammedanism had not yet gained a foothold. Later on, 
however, the Chinese were allowed to trade with the areas 
under the sway of Islam. 

Mohammedanism was slowly penetrating Luzon and the 
islands in the Visayas. Panay, then ruled by the native 
chieftain Marikudo, was sold to ten Bornean datus under 
Datu Puti. From Panay, some of these Malay datus 
migrated to Luzon and colonized the coastal towns, parti- 
cularly those along Laguna de Bay and Lake Bonbon in 
Taal (Batangas province). When the Spaniards came to 
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Luzon in 1570, they found the 
actively engaged in commercial 
and Indochinese traders. 


Mohammedan Filipinos 
intercourse with Chinese 


PRE-SPANISH CULTURE 


The Spaniards found the Filipinos with a culture that 
showed Indian, Chinese, and Arabic influences. The Fili- 
pinos at that time had a literature that consisted of sabi 
(maxims), bugtong (riddles), karagatan (plays), awit (or- 
dinary song), uyayi and hele (cradle songs). ihiman (wed- 
ding song), kumintang (war song which later became a love 
song), and others. They wrote with pointed sticks or iron 
on banana leaves, on the bark of trees, and on polished 
bamboo. They had their own alphabet, of Indian, Arabic 
and Hebrew origin. The first Spanish friars, however, burn- 
ed all the ancient Filipino manuscripts they could find. 

The Filipinos of that period were fond of personal 
adornment. The Visayans tatooed their faces, bodies and 
arms. For this reason, the Spaniards called them Pintados. 
Men and women wore gold ornaments with precious stones; 
armlets, bracelets, pendants, and earrings were their 
favorites. 

Food was abundant; rice was the prime staple. The 
people extracted wine called tuba from coconut or buri 
palms. The Visayan pangasi was fermented from rice, and 
the Ilokano basi was fermented from sugar cane. Wine was 
invariably served at social occasions. 

The family was, as it is today, the basic unit of society. 
Like other Orientals, the Filipinos had strong family ties. 
The father was the head of the family. 

Society was divided into three classes: nobles, freemen, 
and slaves. The nobles occupied the highest position in the 
social scale. They carried the title Gat or Lakan and had 
pre-eminent social and political rights in their respective 
barangay or kingdom. Next to the nobles were the free- 
men, called maharlika. Their position in society was analo- 
gous to that of the present middleclass. As in most other 
countries during the period, slavery was practised in the 
Philippines. The slaves, called alipin, constituted the lowest 
stratum of society. Slavery was the result of (1) purchase, 
(2) failure to pay debts, (3) punishment for crimes com- 
mitted against persons in authority, (4) captivity in time 
of war, and (5) inheritance or birth. Slaves could regain 
their freedom by’ payment of certain sums or by acts of 
bravery in war. 

The pre-Spanish Filipino women were on an equal foot- 
ing with men. It was the mother’s privilege to name her 
child. She could own and dispose of property. If the 
chieftain had no male heir, the eldest daughter could suc- 
ceed her father as chieftain. She could also engage in 
trade. 

The ancient Filipinos had a government based on the 
barangay. This was composed of from 30 to 100 families. 
Like the ancient city-states of Greece, the barangays were 
independent and had their own rulers, called rajahs. The 
rajah or chieftain was a desvot. His people obeyed him 
unquestioningly, rendered service to him in time of war, 
and paid taxes or tributes to him. A chieftain usually in- 
herited his position; in some cases, however, wisdom anc 
character determined the fitness of a man for the chieftain- 
ship. 
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There were cases in which some barangays cooperated 
with one another for their common welfare and protection. 
Cooperative endeavor characte:ized the activities of the 
barangay and of the confederations of barangays, the most 


famous of which was the Confederation of Madiaas in Panay. 


ruled by a supreme datu from Borneo named Sumakwel. 

Laws were passed by the village savants and announced 
to the people by the village crier. Most of the laws were 
unwritten, but some were handed down in written form. 
The most famous of these is the Code of Kalantiao. The 
laws, oral and written, death with faimily relations, usury, 
partaership, property rights, divorce, inheritance, contracts, 
loans, serious and minor crimes. 

The ancient Filipinos had a calendar 
twelve months a year. Each month had thirty days, with 
the exception of December, which had twenty-six. Seven 
days made up one week; 356 days, one year. Among the 
[fugaos of Northern Luzon, the calendar had 13 months, 
each month consisting of 28 days. except December which 
had 29 days. 

The Filipinos of that time used a system of weights 
and measures. For dry measure they used the talaro and 
the sinantan, the former used for dry goods and the latter 
for heavy objects: The measures of capacity consisted of 
the kaban (24 gantas), the salop (ganta),; the kagitna 
(one-half ganta), and ‘the gatang (chupa).. The measures 
for length consisted of the dali (inch), the dipa (a fathom), 
the dangkal (length between the tip of the thumb and the 
tip of the middle finger when extended), and the damak 
(length of the palm). 


consisting of 


EUROPEAN DISCOVERY 


The first European to set foot in the Philippines was 
Ferdinand Magellan, a Portuguese. navigator and pilot who 
became a Spanish citizen. Sailing from the Spanish port of 
San Lucar de Barrameda on September 20, 1519, Magellan 
after more than a year of indescribable hardships sighted 
the mountains of southern Samar on March 16, 1521. This 
marked the so-called discover~ of the Philippines. Magellan 
named the island Saint Lazaris because he had sighted it 
on Saint Lazarus’ day. 

However, he did not land in Samar. He proceeded to 
the islets:‘of Suluan and Homonhon, south of Samar. Hay- 
ing rested his men, he sailed next to the island of Limasawa. 
On March 29 he concluded his f ..1 blood compact with a 
Filipino chieftain. Two days later, a Sunday, the first 
Mass: was celebrated on Philippine soil. Magellan then 
sailed for Cebu, entering the harbor on April 7. Another 
blood compact was concluded with Rajah Humabon, and on 
the 14th a Mass was celebrated, after which a large cross 
was planted on the high ground overlooking the harbor. 

Magellan was killed on April 27 during a battle with 
the warriors of the islet of Mactan. The Spanish influence 
over the Cebuans was broken and some of the important 
men, of the Magellan expedition were massacred by the 
people of Cebu vn May ist. The remnants of the expedi- 
tion set sail for Spain. 

Several expeditions were sent out by the Spanish king 
to continue the exploration of the new islands discovered by 
Magellan. The Loaisa expedition (1525-26), the Cabot ex- 
pedition (1526-30), the Saavedra expedition (1527-28), and 
the Villalobos expedition (1542-48) made little headway. 
Villalobos, however, renamed the island of Samar, Felipinas, 
in honor of King Philip II of Spain. 

The name Felipinas was later given to the entire archi- 
pelago by Miguel Lopez de Legazpi. Legazpi headed a 
successful expedition which left the port of Navidad, Mexico, 
on November 21, 1564 and reached Cebu on April 27, 
1565. 


soldiers. 
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ECONOMIC 1Ew 


CONQUEST AND COLONIZATION 


Legazpi immediately set about building the city of 
Cebu. He had a fortress erected to protect the Spanish 
Meanwhile, the Augustinian friars converted the 
pagan Filipinos to Christianity. Legazpi found out that 
Cebu could not provide his men with sufficient food. He 
determined to move to Panay. 

There he founded a settlement, and in 1570 he sent 
his field commander, Martin de Goiti, and his grandson, 
Juan de Saleedo, north to.Luzon. The following’ year, 
Legazpi and his men founded the city of Manila, in the 
site where the Mohammedan chieftain, Suleiman or Soli- 
man, as he is remembered, had his kingdom. A city govern- 
ment, the Ayuntamiento, was organized in order to carry 
on the business of governing the country from the new 
capital. 

From Manila, Goiti, and Salcedo extended Spanish rule 
to the northern provinces—Bulacan, Pampanga, Pangasinan, 
Tarlac, Nokos, and Zambales. Salcedo continued his con- 
quest of the southern provinces until almost all of Luzon 
had submitted to the authority of the Spanish King. 

The first years of Spanish colonization were marked by 
threats posed against Spanish authority in the islands by 
the Portuguese, the Dutch, the Chinese, the Japanese, and 
the Filipinos themselves. Several attempts were made by 
the Portuguese to oust Legazpi from Cebu, but Legazpi held 
his ground. Meanwhile, the Dutch had been shut off from 
Portuguese ports by the Spanish king who had annexed 
Portugal to Spain, sent expeditions to the East Indies to 
found new trading centers. This led to a conflict with the 
Spaniards. In 1600, the Dutch admiral, Oliver van Noort, 
led his fleet to the eastern coast of Luzon. On November 
8, he entered Manila Bay~ where he plundered the vessels 
sailing in and out of the bay. ‘The Spanish authorities of 
Manila. sent a squadron against him. In a battle near the 
coast of Bataan, opposite Corregidor, van Noort suffered a 
crushing defeat. Other Dutch-attempts to secure a foot- 
hold in the Philippines were made in 1606, 1610, 1617, 1646. 
All these attempts ended in failure. 

Internally, the Spanish administration was threatened 
by the Chinese, the Japanese, and the Filipino rebels. In 
1574, the Chinese pirate, Limahong, invaded Manila with a 
force of more than 4,000 soldiers and marines. In a battle 
just outside the city, near what is now the Luneta, Lima- 
hong was repulsed by the combined Filipino-Spanish forces. 
The following month, Limahong again attempted to enter 
Manila but was repulsed with heavy losses. Limahong fled 
to Pangasinan where he founded a colony. Four months 
later, besieged on all sides by the Filipino-Spanish forces, 
Ss and his men escaped in small boats to the China 
ea. 

To prevent the Chinese of Manila from rising against 
them, the Spaniards in 1579 built a separate permanent 
residence for them. The Parian, built close to the Pasig 
River and near what is now the Central Bank, became the 
Chinese quarters. Two years later fire broke out in the 
Parian and destroyed the Chinese quarters. Another Parian 
was built ‘opposite what is now the Post Office Building. 
Here the Chinese lived with their own tribunal and church. 
It became famous for its shops and restaurants, so much so 
that Bishop Domingo de Salazar wrote the Spanish king on 
June 24, 1590, that it (the Parian) “has so adorned the city 
that I do not hesitate to affirm to Your Majesty that no 
other known city in Spain or in these regions possesses 
anything so well worth seeing as this... .” 

The growing economic power of the Chinese alarmed 
the Spanish authorities and the Filipinos themselves. The 
Government imposed heavy taxes on the Chinese and treated 
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them harshly. Mutual suspicion’ led to tepeated clashes, 
In 1603, the Chinese rose up in arms, set fire to buildings 
and committed atrocities against . the inhabitants of the 
districts of Quiapo and Tondo. The revolt was suppressed. 
Similar revolts occurred in 1639, 1662, and 1762, but the 
Spaniards, with the help of the Filipinos, succeeded in 
quelling them. The Spaniards became fearful of the 
Chinese, whose numbers rose from 150 in 1571 to 28,000 
in 1639, and the Spanish ordered their expulsion from the 
Philippines. In the end, however, the patient Chinese pre- 
vailed; they were allowed to stay in the country. 

The Spaniards also had trouble with the Japanese who 
founded settlements in  Dilao (in the district of Paco, 
Manila), San Miguel (Province of Bulacan), Agoo (Pro- 
vince of La Union), and Cagayan. Alarmed by the pre- 
sence of the pirate Tayfusa in northern Luzon in 1582, 
Governor Gonzalo Ronquillo sent an expedition to Cagayan 
under Captain Juan Carreon. Carreon defeated Tayfusa 
and compelled him to abandon his settlement. Some 
Japanese played interesting roles in the Filipinos’ struggle 
for freedom. In the Tondo revolt of 1587-88, a Christian 
Japanese, Dionisio Fernandez, was the adviser of the 
Filipino rebels under Magat Salamat. During the Filipino- 
American War (1899-1901) some Japanese officers fought 
with the Filipino army. 

The Japanese in the Philippines took up arms against 
the Spaniards in 1606 and again in 1607. When the 
Audiencia or Supreme Court ordered the Japanese deported 
in 1606, the latter resented the order and prepared to fight. 
The timely intervention of the friars prevented a violent 
struggle. 

The following year, tension mounted again when the 
Spanish authorities compelled the Japanese to work in the 
suburbs, The Japanese resorted to force but a Spanish- 
Filipino contingent put down the rebellion in short order, 
The Japanese colony in Dilao was sacked and looted by the 
victorious Spaniards and Filipinos. In the Filipinos of to- 
day a considerable admixture of Japanese blood is to be 
found; especially in certain Tagalog areas and in northern 
Luzon. The Japanese racial contribution to the Philippine 
nation is often ignored or overlooked; but it is important. 

More annoying than dangerous to the Spanish authori- 
ties were the early Filipino revolts. In 1574, the Filipinos 
under the leadership of Rajah Lakandula burned several 
houses and killed some Spaniards. The intervention of 
Juan de Salcedo and Father Marin forestalled what might 
have been a bloody rebellion. Other revolts: followed, the 
most important of which were the first Pampanga revolt of 
1585, the Ilokos and Cagayan revolts of 1589, Magalat’s re- 
volt of 1596, the Igorot revolt of 1601, the Gaddang revolt 
of 1621, Bancao’s revolt.of 1622, Sumuroy’s revolt of 
1649-50, Malong’s revolt of 1660-61, Dagohoy’s revolt of 
1744-1828, and scores of lesser ones. 

These revolts served notice to the Spanish administra- 
tion that the Filipinos wanted reforms in order to alleviate 
their political, social and economic situation. However, the 
rebels lacked unity. They had as yet no strong national 
consciousness. Spanish power in the Philippines was chal- 
lenged not only by the Christian Filipinos, but also by the 
Mohammedan Mores, who refused to submit to Spanish 
authority. Sailing in their swift vintas, the Moros struck 
again and again at defenseless coastal towns, carrying off 
women and children to be sold at the slave markets, and 
killing the men who tried to defend them. The attempts 
to subjugate the Moros and to colonize Mindanao failed. 
Bold, wily and intransigent, the Moros withdraw before a 
superior force, bide their time and later kill the soldiers 
left in the, weak fortresses that the Spaniards: had built to 
protect the settlements. Up to the American occupation of 
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the Philippines, the Moros kept their tenacious hold on their 
freedom. 

Meanwhile, many Spaniards in the government service 
committed abuses that led to conflicts not only with the Fili- 
pinos but also with their own countrymen. A struggle for 
power between the governors-general and the clergy con- 
tinued until the very end of the Spanish regime. The situa- 
tion was further complicated by the controversy that arose 
between the secular clergy and the members of the regular 
orders. The Filipino secular priests claimed the right to 
occupy some of the parishes then under the regulars. The 
latter would not give up the parishes in question. 

Secularization became the battle cry of the Filipino 
priests Pedro Pablo Pelaez, Mariano Gomez, Jacinto Zamora, 
and Jose Burgos. This bitter controversy reached its climax 
in 1872 when the three learned Filipino priests Mariano 
Gomez, Jacinto Zamora, and Jose Burgos, were unjustly ac- 
cused of inspiring the Cavite Mutiny and executed in Bagong 
Bayan Field, near the present Luneta. 

From then on, a mortal conflict developed between the 
Spaniards and the Filipinos. Progressively, the Filipinos 
learned to think and act as a people. The following factors 
helped to develop their national consciousness: 

(1) Philippine representation in the Spanish Cortes 
(1810-13, 1820-28, 1834-37); (2) the opening of Philippine 
ports to foreign trade, which led to a certain degree of 
economic prosperity; (3) the consequent rise of the Filipino 
middleclass which led the movement for reforms in the 
Spanish administration; (4) the opening of the Suez Canal 
which greatly expedited communication with Spain and at 
the same time facilitated the entry of new ideas; (5) the 
execution of Gomez, Burgos, and Zamora, which caused the 
Filipinos to close ranks in opposition to the Spanish Gov- 
ernment; (6) the establishment of the Spanish-Filipino 
Circle whose purpose was to create public opinion in Madri< 
favorable to the Filipino aspirations; (7) the cooperative 
enterprise of the Filipino propagandists in Spain (such as 
Graciano Lopez Jaena, Jose Rizal, Marcelo H. del Pilar, 
Antonio and Juan Luna, Jose Panganiban, Mariano Ponce, 
and others) who, through their newspaper La Solidaridad, 
focused the attention of the Spanish liberals on the deplor- 
able condition of the Philippines; and (8) the founding of 
the revolutionary Katipunan. In the Katipunan, Filipino 
nationalism found its most intense expression. 

From 1892 to 1896 the Katipunan worked secretly 
under the very noses of the Spanish authorities. The mem- 
bers of the Katipunan believed that Philippine independence 
could be won only through revolution. In August 1896, the 
the Katipuneros, led by its founder Andres Bonifacio, took 
to the field and, tearing their cedulas (poll tax receipts) to 
pieces, declared themselves ready to die for freedom. The 
first serious skirmish between the rebels and the Spaniards 
took place in San Juan del Monte on August 30, 1896, when 
the Filipinos tried to capture the water works. They were 
hurled back by the Spanish defenders. Governor-General 
Ramon Blanco immediately declared a state of war in the 
eight provinces comprising central and southern Luzon. 
By the end of August, the standard of revolt had been raised 
in other provinces of the country. 

For the first time, Spanish power was confronted by a 
united and formidable force under the command of General 
Emilio Aguinaldo. Attempts were made by General Blanco 
to win over the Filipinos, but they ignored his policy of 
attraction. Blanco failed to put down the rebellion and was 
relieved of his command. The Spanish armies, successively 
under the direction of Governors-General Polavieja and 
Primo de Rivera, failed to arrest the ever growing strength 
of the revolutionists. On December 14-15, 1897, the com- 
batants agreed to a truce, thus temporarily halting the 


86 


hostilities. In exchange for P800,000 which they held in 
trust, General Aguinaldo and some of his men went to Hong- 
kong as exiles. ‘ 

Meanwhile, preparations were made by both sides to 
take advantage of the truce. The Spaniards who never in- 
tended to abide by the Truce, tried to improve their posi- 
tion. In Hongkong, Aguinaldo bought arms for the re- 
volutionists and accepted Commodore George Dewey’s verbal 
promise that America would recognize Philippine indepen- 
(lence in exchange for help in overthrowing Spanish regime. 
Having won the confidence of the Filipino leaders, Commo- 
dore Dewey led his squadron to Manila Bay on May 1, 1898 
and destroyed the Spanish squadron under Admiral Patricio 
Montojo. Aguinaldo and his companions returned to the 
Philippines on May 19 aboard the American vessel McCul- 
loch. The Filipinos drove the Spaniards from many pro- 
vinces and besieged Manila itself. 

At this juncture the American military authorities 
secretly made.an understanding with the Spanish military 
commander to stage a mock battle for Manila. After a 
few shots, the Spaniards surrendered the city on August 
18, 1898. Misunderstanding arose between the allies. An 
incident at the San Juan Bridge, near Manila, touched off 
hostilities. The Filipino-American war was on. 

Meanwhile, the Congress of the United States had 
ratified the Treaty of Paris, signed on December 10, 1898 
between the United States and Spain. Under the treaty, 
Spain ceded the Philippines, with the exception of Manila 
and few military outposts, to the United States. 

The de facto Philippine Republic, inaugurated on 
January 23, 1899, moved its capital from Malolos in Bulacan 
province, to other towns as the military situation demanded. 
Relentlessly, the American forces advanced into northern 
Luzon until General Emilio Aguinaldo was captured in 
Palanan, Isabela Province, on March 23, 1901. Organized 
Filipino resistance collapsed and ended in 1902 when General 
Miguel Malvar of Batangas surrendered to the American 
authorities. 


FROM 1900 TO THE COMMONWEALTH 


Upon the surrender of Manila, the Americans establish- 
ed a military government with General Wesley Merritt as 
the first Military Governor. Local government was im- 
mediately organized in those towns that had fallen into 
American hands. In 1900, however, the so-called Spooner 
Amendment was passed by the United States Congress au- 
thorizing the President to establish civil government in the 
Philippines. On July 4, 1901, William Howard Taft was 
inaugurated Civil Governor of the Islands. 

On the whole, the American occupation of the Philip- 
pines may be described as a period of constructive Filipino- 
American collaboration. The American policy toward the 
Philippines was based on the principle of self-determination. 
Autonomy was progressively granted. The Philippine gov- 
ernment was “Filipinized” as fast as Filipino civil servants 
proved themselves capable of assuming authority. Demo- 
cratic processes were given full play. The United States 
Government allowed the founding of Philippine political 
parties, the establishment in 1907 of the Philippine Assembly 
and, with the passage of the Jones Law in 1916, of the 
Philippine Senate and House of Representatives. 

Even greater participation in the Government was per- 
mitted in order to prepare the Philippines for complete in- 
dependence. Remarkable political and social progress was 
achieved. The progress towards self-government whetted 
rather than weakened the Filipino people’s desire for full 
sovereignty and independence. They sent mission after 
mission to the United States to work for early -grant of 
independence to the Philippines as promised in the Préamble 
of the Jones Law. 


FaR EASTERM 


Economic Review 


In 1931, Senator Sergio Osmena and Speaker Manuel 
A. Roxas led a mission to the United States which secured 
the passage of a law granting independence to the Philip- 
pines ten years after the establishment of the Common- 
wealth. This was called the Hare-Hawes-Cutting Law. It 
was adopted by the United ‘States Congress in 1932, vetoed 
by the then President Herbert Hoover, and passed again by 
the Congress over his veto on January 17. 1933. However, 
Senate President Manuel L. Quezon, the Filipino leader, ob- 
jected to some of its provisions. The law was rejected by 
the Philippine legislature. Quezon led another mission to 
the United States and in 1934 secured the passage of a 
new independence law (the Tydings-McDuffie Law) more 
favorable to the Philippines. 

This law provided, among other things, for the esta- 
blishment of a Commonwealth of the Philippines preparatory 
to the granting of complete independence. An American 
High Commissioner was to reside in Manila to represent 
the President of the United States during the life of the 
Commonwealth. 

A Constitutional Convention was called to frame an 
organic law. It met from July 30, 1934 to February 19, 
1935, when it adopted the Constitution of the Philippines. 
President Franklin D. Roosevelt of the United States ap- 
proved this Constitution on March 23, 1935. It was then 
submitted to the Filipino people for approval. In a plebis- 
cite held on May 14, 1935, the Constitution was ratified 
by the Philippine electorate. Four months later, Manuel L. 
Quezon was elected President. 

The Commonwealth of the Philippines was inaugurated 
on November 15, 1935. 


FROM THE COMMONWEALTH TO MAGSAYSAY 


Concern for social justice was the outstanding mark of 
the first years of the Commonwealth under Manuel L. 
Quezon. Laws were passed beneficial to the workers; litera- 
ture was encouraged by offering prizes to the best works 
in fiction, biography, history, poetry, and the essay. New 
lands were opened for settlement, more roads and bridges 
were constructed, and water and air transportation was 
improved. 

The Second World War interrupted this constructive 
work. On December 8, 1941, the Philippines was invaded 
by Japanese forces. The outnumbered Philippine-American 
forces fought a series of heroic battles culminating in the 
historic defense of Corregidor and Bataan. On April 9, 
1942, Bataan fell and on May 6 Corregidor was overrun. 

For three years, the Philippines suffered Japanese oc- 
cupation. Under conditions of extreme hardship, the Fili- 
pino people maintained a stubborn and effective guerilla 
resistance. 

On October 20, 1944, American forces under General 
Douglas MacArthur landed on Leyte Island. On October 
23, the Commonwealth Government was re-established on 
Philippine soil under President Sergio Osmena who had suc- 
ceeded to the Presidency upon the death of Manuel L. 
Quezon on August 1, 1944. The liberation of Manila start- 
ed on February 8, 1945, when the first U.S. forces entered 
the city. Public administration was transferred to the 
Commonwealth Government on February 27, 1945. 

After the war, the Philippine Government was saddled 
with crushing problems of rehabilitation and reconstruction. 
In the elections that followed the Liberation of the Philip- 
pines, President Osmena was defeated by Senate President 
Manuel A. Roxas. Roxas became the first President of the 
Republic of the Philippines, which was inaugurated on July 
4,-1946. President Roxas died in office in 1948, and was 
succeeded by Vice-President Elpidio Quirino. 

In the elections of 1953, Quirino was defeated by the 
former Secretary of National Defense, Ramon Magsaysay, 
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ECONOMIC LETTER FROM MANILA 


; A new P19,000,000 hotel to be called the Rizal Inter- 
national is being planned for Manila. A 17-storey structure 
with 500 rooms, the new hotel: will be located in Makati 
opposite Forbes Park. It will be undertaken by the Rizal 
Realty Corp., a subsidiary of Ayala and Co., in cooperation 
with Pan American World Airways. It will be completed 
and in operation by 1960. Several other hotels are under 
construction providing soon over a thousand new rooms. 


Public works spending appears due for drastic cuts 
under the new austerity program. The issuance of bonds, 
originally programmed at P250,000,000 annually, will be 
cut by more than 50%. 


The Standard-Vacuum Oil Co. received permission 
from the Philippine Government to construct a new 
$33,500,000 refinery on Bataan Peninsula on a 500-acre 
site at Limay overlooking Manila Bay. The new plant, sche- 
duled for completion by 1961, will have a capacity of at 
least 25,000 barrels a day. STANVAC, controlled jointly 
by Socony Mobil Oil Co. and Standard Oil of New Jersey, 
has formed a new subsidiary, Standard-Vacuum Refining 
Corporation (Philippines), to carry out the refinery pro- 
ject. Crude oil will probably be imported at first, though 
STANVAC is one of the companies which hopes in the 
near future to find commercial deposits of oil in the Philip- 
pines. The company has invested some $3,000,000 in ex- 
ploration and drilling in the Philippines to date. The new 
refinery will save the Philippines $4,500,000 in foreign 
exchange in its first ten years. 


Asian countries, including the Philippines, have been 
taking increased amounts of West German exports, with 
the Philippines now ranking tenth among that country’s 
Asian markets. In the first seven months of last year West 
German exports to the Philippine, amounted to 62,000,000 
deutsch marks. Among Asian buyers of West German 
goods, India came first with purchases of 606,000,000 
deutsch marks; Japan next with 300,000,000 deutsch marks; 
and Indonesia third with 198,000,000 deutsch =-rks. (The 
deutsch mark is worth around US$0.23). 


whose term would have expired in 1957. Under the energe- 
tic leadership of President Magsaysay—the most popular, 
inspired and devoted man in the Philippines—the people 
embarked on a concerted effort to achieve peace and pro- 
sperity at home as well as security from external dangers. 
His untimely-death this year was a national disaster. 


The armed, Communist-led uprising which at one time 
threatened the existence of the Republic has _ been . over- 
come by a combination of firmness against diehard dis- 
sidents and friendship for those who evinced the desire to 
lead useful new lives under the law. 


Essential adjustment in the trade relationships with 
the United States are being made, in consonance with the 
requirements of the present situation. The economy’ is 
being rapidly modernized and diversified. 


At the same time, all the practical safeguards against: 
possible aggression are being erected. The Philippines has 
a Treaty of Mutual Defense with the United States. It is 
also a member of the Southeast Asia Collective Defense 
Treaty, a regional defense organization. Both of these 
treaties are in harmony with the system of collective security 
envisaged in the Charter of the United Nations which the 
Philippines, as a member State in good standing, has al- 
ways sought to uphold. 


Philippine trade with Malaya continues to be un- 
favorable to the Philippines. Philippine shipments to 
Malaya during the first seven months of last year were 
valued at 2,671,870 straits dollars (c.i.f. value), as against 
Philippine imports from the area amounting to 41,133,497 
straits dollars (f.o.b. value). Philippine exports consisted 
mainly of sugar, hemp, ramie fiber, oil seed kernels, tobacco, 
and alcoholic beverages. Impofts from Malaya were domi- 
nated by petroleum products valued at 34,872,569 straits 
dollars and crude rubber worth 3,853,877 straits dollars. 
(The straits dollar“is worth about US$0.30). 

A new drug firm to be known as Allied Drug Co. has 
been organized in Davao City to engage primarily in the 
general wholesale and retail trade in drugs, medicine and 
allied products. Capitalized at P500,000, incorporators and 
members of the board include Vicente Angliongto, Manuel 
Yololo, Baldomero Cimafranca, Generoso Angkang and 
Roland Uyboco. 

The Islands Gas and Electric Co. (Philippines), Inc., 
was approved for registration. It will engage in the pro- 
duction of gas and in the purchase of shares of the capital 
stock and other liabilities of foreign and domestic establish- 
ments. Capitalized at P500,000, its majority stockholder 
is C. H. Coughlin of New York. Other incorporators in- 
clude Marcial Lichauco, Jose P. Bengson, Alfonso Agcaoli, 
Benjamin Valte and Solomon F. Reyes. 

The Rodriguez family of Quezon city organized a farm- 
ing and livestock enterprise with a total capitalization of 
P500,000. The incorporators of the new firm are Manuel 
Rodriguez, Pacita Rodrigkez, Oscar Rodriguez, Norman 
Rodriguez and Eulogio Rodriguez Jr. The Incorporators 
will also compose the company’s board of directors. Pacita 
Rodriguez has been designated treasurer. The new firm, 
Dolores, Inc. intends to engage in the development and pro- 
motion of agricultural enterprises, particularly farming and 
livestock raising. The incorporation papers also provide 
for the expansion of the firm into trading in notes, stocks 
and bonds. It also plans to engage in manufacturing 
of assorted goods and in the purchase, sale, barter. import, 
export and general distribution of livestock and agricultural 
products such as rice. 

The Philippines has been increasing its savings on. 
foreign exchange for coffee purchases and is getting closer 
to self-sufficiency as far as its coffee requirements are con- 
cerned. Last year the Philippines imported only P1,484,000 
worth of coffee (roasted, prepared and extracts). This com- 
pares with P2,378,000 in 1953. The saving in dollars has: 
been made possible by substantial gains in local production. 
Production last year was valued at P13,281,000 against 


4,183,000 in 1953. 


The, Securities and Exchange Commission approved the 
merger of Baguio Gold Mining Company and Gold River 
Mining Company. This approval paves the way for an 
exchange of Gold River shares with shares of Baguio Gold 
and the payment of a 15 per cent stock dividend to Baguio 
Gold stockholders on record as of Sept. 10, 1957. As a 
result of this stock dividend, the authorized capital of 
Baguio Gold has been increased to P5,000,000 from the 
original P2,000,000. The outstanding paid-up and issued 
stock will be approximately P2,611,000 ‘(26,110,000 shares 
of ten centavos par value each) when the stock dividend 
has been issued and all authorized Gold River shares ex- 
changed for Baguio Gold shares. 

Lepanto Consolidated Mining Co. during November 
treated 37,260 tons of ore and produced 4,702 tons of con- 
eentrates containing an estimated 2,438,450 lbs. of copper 
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and 3,968 ounces of gold (returnable gold at 3,839 ounces). 
Average copper content of ore was 3.44% and average gold 
content was 0.134 ounces per ton. The month’s production 
represented 28-1/3 operating days. Atlas Consolidated 
Mining and Development Corp. during November treated 
335,594 tons of ore at its mill at Toledo, Cebu. The ore 
average .64% copper and yielded 6,299 tons of copper con- 
centrates containing 3,312,838 lbs. copper and 781 ounces 
of gold. The company shipped from Toledo 6,091.5 tons 
of copper concentrates containing 3,234,649 lbs. copper and 
659.8 ounces of gold during November. Values were 
P1,488,909 and P65,930, regpectively. In addition, 1,100 
tons of pyrites valued at P20,350,000 were shipped to the 
National Power Corporation plant at Iligan. No shipments 
of iron ore were made during November. Combined value 
of all shipments made during the month was PP575, 189. 


Farm EA 
Economic REVIEW 


Philippine Iron Mines, Inc., reports a steady increase in 
dollar earnings as a result of improved technique in ore 
extraction that has augmented its recovery the last few 
years. The company’s net profits during the fiscal year 
ended Sept. 30, 1957 amounted to P3,144,538.68, exceeding 
those of the previous fiscal year. Dollar earnings during 
the fiscal year amounted to $9,016,298. The total since the 
company resumed operations in December, 1948 has ex- 
ceeded $54 million. The company distributed a total of 
P2,214,102 in cash dividends during the year in question. 
This represented 20 per cent on the par value of the out- 
standing shares out of the profits of the current fiscal 
period and 10 per cent out of the earnings of the previous 
fiscal period. As of the end of the period under review, 
Philippine Iron Mines had 1,620 shareholders residing in 
the Philippines and 1,664 non-resident shareholders. 


THAILAND ECONOMIC REPORTS 


Foreign Trade 


Thailand’s foreign trade during the first quarter of 1957 
greatly improved over that of the corresponding period of 1956. 
During the first quarter of this year Thailand was able to export 
a total value of 2,110 million baht and import 2,186 million baht, 
whereas in the corresponding period of 1956 it was able to export 
only a total value of 1,717 million baht and import 1,972 million 
baht. A comparison of the trade balance during the first quarter 
of 1955, 1956 and 1957 is tabulated below. 


Exports Imports 
(F.O.B.) (GEES) Balance 
Year (Thousand (Thousand (Thousand 
of Baht) of Baht) of Baht) 
January-March 1955. 1,758,452 1,618,290 +140,162 
- * 1956 1,717,119 1,971,839 —254,720 
1957 2,109,837 2,186,082 — 76,245 


” » 


_ The large amount of exports during the first quarter of this 
year was made possible by the tremendous increase of rice 
export during this period. The total quantity and value of rice 
exported during the first quarter of this year was 153,251 tons 
and 333.2 million baht more than the corresponding period of 
last year. During the first quarter of this year Thailand 
exported a record quantity of rubber. However, the total value 


exported diminished somewhat owing to the general fall of- 


natural rubber prices in the world markets. The total quantities 
of tin and teak exports dropped a little but the total value-of 
teak exports was much higher and more than offset the decrease 


He opined that the increase in world’s population seemed to 
overwhelm the increase in the total rice production. During the 
pre-war years the world’s supply of rice was greater than in the 
post-war years. He emphasized that in view of the steady 
increase of population in this country, every stép must be taken 
to assure a proportional increase in the country’s rice production. 
He said that at present there was no problem at all for Thailand 
to dispose of all of its surplus of rice which was estimated at 
about 1.4 million'tons. As a matter of fact the demand for some 
type of Thai rice at present was so great that the Government 
found it difficult to meet the requirements of all the .purchasers. 

During January-April 1957 Thailand exported a total 
quantity of 597,879 metric tons or a total value of 1,317.2 million 
baht as compared with 390,629 tons and 873.3 million baht in the 
corresponding period of the previous year. This represents an 
increase of 207,250 metric tons and 443.9 million baht. 

The total quantity of rice exported during January-April 1957 
consists of 163,731 metric tons or 434.5 million baht of good 
quality (100% and 5%) rice and 434,148 tons or 8828 million 
baht of lower quality rice, whereas in the corresponding period 
of 1956 the total quantity of rice exported consists of 97,769 tons 
or 270.5 million baht of good quality rice and 292,860 tons or 602.9 
million baht of lower quality rice. 


The important buyers of Thai rice bought during the first 
four months of this year a larger quantity over that of the 
corresponding period of last year. For instance, Singapore 
purchased during the first four months of this year a_ total 
quantity of 106,673 tons or a total value of 237.8 million baht, 


in the total 1 ft ts. hailand’ i ili 
sens i Den 3 a of tin exports. Thailand’s exports are an increase of 7,906 tons or 13 million baht over the corresponding 
Rice Rubber Tin Teak 
, Others 
Year i Thousand Thousand Thousand Cubic Thousand Thousand 
; etric ton of Baht Metric.ton © of Baht Metric ton of Baht met f Bah : 
January-March 1955 346,373 842,879 34,496 412.747 3,903 97,285 19,607 7 50. we sp 
* - 1956 290,995 - 651,738 34,983 455,355 4,142 114,273 22,709 69,872 424,881 
is 4 1957 444,246 984,930 40,231 421,133 3,684 112,184 ~ 21,666 75,694 515,896 


Luang Thavil, the Under-Secretary of State for Economic 
Affairs, recently gave a very authoritative and interesting talk 
to the “Economist Luncheon Group” en the subject of rice 
trade. Luang Thavil, one of the world’s experts on rice trade, 
told the gathering that rice market had begun to show a tendency 
in favour of sellers. In other words,.the rice market: which was 
a few years ago a buyer market has now become a seller market. 


period of 1956. Indonesia also purchased 7,019 metric tons and 
4.5 million baht above those of the corresponding period of 1955 
which brings the total quantity and ‘value purchased by Indonesia 
during January-April 1957: to 95,129 metric tons and. 193.5 million 
baht respectively. Hongkong, Malaya: and-Japan also- bought’ 
during the first four months of this year 11,827; 8,449 and: 41,936: 


January 16, 1958 


tons respectively more than those of the corresponding period 
of last year. Thailand’s rice export trade was as follows :— 


Quantity and value of rice exported through Port of 
Bangkok classified by countries of purchase 
For the month of January-April, 1957 
January-April, 1956 January-April, 1957 


Destination Quantity Value Quantity Value 
Metric Baht Metric Baht 
ton ton 
Singapore 98,767 224,801,468 106,673 237,815,594 
Indonesia 88,110 188,986,699 95,129 193,460,106 
Hongkong 66,455 136,856,009 78,282 164,670,670 
Japan 27;458 62,723,502 69,394 150,965,800 
Malaya 37,299. 83,525,028 45,748 103,396,074 
Ceylon — — 34,170 70,083,457 
Netherlands 23,580 62,525,138 31,808 76,254,175 
Saudi-Arabia 495 1,062,339 20,121 55,768,869 
Philippmes 500 692,580 13,556 = 22,697,375 
Borneo 11,770 =. 27,662,085 11,948 = 27,548,927 
United Kingdom 8,217 20,599,163 11,809 27,149,019 
South Africa 10 24,526 7,668 18,450,625 
Denmark 3,867 9,349,640 7,280 17,204,538 
Penang 8,523 17,473,975 6,642 14,853,906 
South Korea — — 6,582 13,347,041 
Kenya 100 272,305 5,304 14,179,497 
Reunion == — 4,940 10,044,077 
Iraq 800 2,152,382 4,937 13,320,886 
Germany 2,025 5,148,302 4,500 10,606,718 
India — _— 4,300 10,108,122 
Persian Gulf 1,455 3,728,167 3,661 7,907,508 
Kuwait — _— 3,105 8,088,246 
Pakistan © — — 2,500 5,178,124 
New Guinea 
(Netherlands) 1,427 3,876,214 2315 5,152,778 
Bahrein 70 191,789 2,225 5,958,278 
-French West Africa = — 1,999 3,491;253 
France 1 3,234 993 1,757,855 
New Guinea (Aust.) 578 1,623,268 710 1,919,197 
Tahiti _ — 430 1,065,767 
Belgium — — 400 548,438 
Tanganyika 350 960,522 300 783,763 
Others 8,772 19,149,238 8,452 22,459,263 
Total 390,629 873,387,763 597,879. 1,317,257,955 


Rice Improvement 


Rice production in Thailand occupies 36 million rai or about 
70 per cent of the farm holding land. Paddy production from 
this area amounts to an average of 714 million tons, from which 
about four million tons of white rice are consumed in Thailand 
and the surplus—about one and one-third million tons—is ex- 
\ported. , The average yield of paddy per rai is about 200 kilograms. 

- Thai farmers are now using over 3000 different unimproved 
varieties of rice, some of which are high yielding but many of 
which are not. In 1949, a request for technical assistance to 
improve the yield and quality of Thai rice production was made 
by Nai Insee Chandrastitya, formerly the director-general of the 
Department of Agriculture, to the Office of Foreign Agricultural 
Relations of the U.S. Department of Agriculture. . 

In the same year, following that request, it was agreed that 
American technicians and equipment would be sent to Thailand 
to help develop the improvement of rice production. Dr. H. H. 
Love, a plant breeder of Cornell University, and Dr. R. L. Pendle- 
ton of the office of Foreign Agriculture Relations, United States 
Department of Agriculture, were the American technicians. — 

Rice experts then determined that if the yield and quality of 
Thai rice could be improved, the welfare of the Thai farmers 
and the well-being of the Thai people would also be improved 
and the Kingdom as a whole would benefit. 
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The main objectives of this program were, first, to develop 
or discover new varieties of rice of higher quality and higher 
yield than that of the unimproved varieties being grown by the 
farmers; second, to multiply and distribute fresh quality seeds 
of these superior varieties every year to all the farmers in Thai- 
land in an amount sufficient to meet their rice-growing needs; 
and third, to teach the farmers improved methods of rice produc- 
tion as learned from results of rice experiments. 

Experts decided that before developing a large scale program, 
it would be necessary to establish experiment stations and to 
train a large number of men to assist in handling the many 
experiments. Accordingly, ten experiment stations have been 
set up and equipped with modern techniques to study rice 
varieties and multiply seeds. In addition, two more experiment 
stations are under construction, one at Chamat is for the study 
of improved rice growing conditions there as a result of the new 
Chainat Dam. The second is being set up at Rajburi in order to 
study rice production problems in that area. 

Some 200 men have been trained in short courses here to 
supervise the experiments of variety testing conducted in the 
experiment stations and on private farms. 

In addition, 17 men and women have been sent abroad to 
study advanced work in various agricultural universities in the 
U.S., so that they can assist in the rice improvement program. 
Their studies include plant breeding, plot technique statistical 
analysis, seed production and farm advisory work. 

In 1955, Thai and USOM rice experts found it possible to 
select 11 superior varieties of rice for use by Thai farmers. The 
yield of these superior varieties is 15 per cent higher than the 
best form varieties. Selection was made on the basis of per- 
formance in yield and quality from experiments which covered 
literally thousands of rice varieties. 

Included in the experiments were 3,750 Thai rice varieties, 
1,500 foreign varieties, and more than one-quarter of a million 
selections that were gathered by rice agents who travelled over 
Thailand looking for superior plants growing in farmers’ fields. 
The foreign varieties came from all the major rice-growing areas. 
of the world—Japan, the United States, Taiwan, the Philippines, 
Indonesia, Malaya, Burma, India, Egypt, Italy, France and Spain. 
In addition to the 11 superior types already chosen, other varieties 
will be added to the list as proof of their superiority is demons- 
trated in experiments. a) 

Rice experts think it best to have’ a limited number of 
varieties in the improvement program, each of which is the finest 
for a particular area, giving a high yield and high quality. The 
rice mills can then establish high grades of polished rice and 
can pay farmers a premium for their quality paddy. 

The names of the superior varieties are: glutinous rice—Pah, 
Lai Luang and Gaew Khao; non-glutinous rice—Leuang Yai, 
Nahng Mon, Leuang Awn, Khao Tah Haeng, Leuang Rahaeng, 
Puang Nahk and Jampah 133. Each of these rice types has a 
particular area for which it is best suited and a specific date of 
maturity. In addition, each variety yields 100 per cent rice when 
milled, and rice millers are able to pay premium prices to the 
farmers for this kind of paddy. 

The purpose of the multiplication program is to grow and: 
distribute fresh quality seed. each year to all the farmers in an 
amount sufficient to meet the entire needs of Thailand rice 
production. Thailand requires 500,000 tons of pure fresh seeds. 
annually to plant its rice crop. 

Four steps are necessary for the successful multiplication 
of first quality rice: 1, the production of breeder seed; 2, of 
foundation seed; 3, of stock seed; and 4, of multiplication seed. 

First step toward this goal is taken on the experiment 
stations by increasing the breeder seed three-fold. In this phase, 
only the purest rice is used. It is gathered by genetic selection, 
and in a one-year period inferior types are eliminated while 
pure types are combined. 
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The second phase—foundation seed—is also a purification 
device: seed resulting from the first phase is distributed 
to certain farmers known as stock seed growers. The 
result of their one-year work is an even purer type of rice 
known as stock seed. 

Phase three takes place when the stock seed is distributed 
to farmers known as multiplication seed growers. These pro- 
gressive farmers who are willing to cooperate fully with the 
program, develop the seed to an even better quality. The seed 
resulting from their work is then given to all paddy farmers in 
a village area where the farmers agree unanimously to follow 
the program. This, the fourth phase is for multiplication of 
the seed. 

At the end of the four phases, the rice seed is distributed 
to all the farmers in the village and the production of new and 
better rice paddy for sale to the rice mills is underway. The 
plan for rice improvement in Thailand as developed jointly 
between the Rice Department and U.S.O.M. technicians will by 
1960 provide seed for ail the farmers in Thailand and each farmer 
will be able to participate in this improvement. 

In order that all the farmers in Thailand may have a fresh 
supply of pure, superior seeds every year, the Rice Department 
is organizing village seed committees in every rice-growing 
village and is giving the farmers training and responsibility in 
rice improvement. Primarily, the farmers are beng taught how 
to multiply the foundation seeds sent from the experiment 
stations into stock seeds and multiplication seeds. 


GAR EASTERW 


Economic REevIEW 


In 1955 there were 350 stock seed farmers; in 1956 there were 
4,500; in 1957 plans call for 30,000. The number required to 
meet needs of the entire Kingdom is 40,000 and the plan for 
1958 calls for enrolling that number. 

In 1957 there will be no paddy produced for sale to mills 
because as yet no multiplication seed is available. However, in 
1958 there will be enough multiplication seed available for plant- 
ing 3 million rai; in 1959 for 25 million rai; and in 1960 for 36 
million rai; or 100 per cent of the Thailand rice area. 

Intensive programs will be continued in 1957 to teach farmers 
the advantages of superior seeds as compared to unimproved 
seeds. Other subjects of instruction include the use of soil im- 
provement, insect and plant disease control, improved storage 
and the improvement of rice yield and quality. 

Field agents of the Rice Department are being equipped and 
trained for making plans of work, giving farmers demonstrations, 
teaching farmers, and other such activities. 

Technicians to conducf training programs for these agents 
are being provided this year by the International Cooperation 
Administration (ICA), while the ICA in cooperation with the 
Rice Department is procuring visual aids and equipment to 
facilitate the program. 

Rice seed resulting from this extensive rice improvement 
program is expected to yield 15 per cent more than the farmers’ 
own best seed. In addition, this high grade rice—long grained. 
and straight—will win an approximately 15 per cent higher price 
in the market than the ordinary variety now used. 


MALAYAN MARKETS’ OUTLOOK 


Malaya has always been described as a very selective 
market for overseas goods. Because its people have for 
years enjoyed one of the highest standard of living in South- 
East Asia, they have always had just that little extra few 
dollars to spend. This has resulted in their being “choosey” 
being prepared to spend’ on goods which take their fancy, 
rather than because a particular item is cheap. Thus, 
generally speaking, Malayans “buy British” and in the last 
three years sales of British manufactured goods have in- 
creased by 33%. 


Malayans have a discerning eye. They are astute and 
they want the best, even if it means paying extra. Many 
overseas countries are making big efforts to break into the 
Malayan market, because it is one of the best markets in 
the Far East. However, this competition is not worrying 
Britain. ‘We are not afraid of overseas competitors,” said 


the new United Kingdom High Commissioner in Malaya, Mr. 


Geofroy Tory. The tremendous bond of friendship, which 
for years has existed between Malaya and Britain, has never 
been stronger than it is today. Perhaps this is because 
Malaya’s road to independence was peaceful, quiet, and 
constitutional the whole way. 


Today there are still some 1,800 Communist terrorists 
left in the jungle fighting the sovereign independent coun- 
try of Malaya. They still claim they are fighting for “free- 
dom”. When Malaya’s first Prime Minister, Tunku Abdul 
Rahman, received the constitutional instrument from the 
Duke of Gloucester, granting Malaya independence, he used 
these words:—“Britain will ever find in us her best. friend, 
and it is a source of much gratification that British civil 
servants will continue to serve in this country to assist us 
in the solution of the many problems which independence 
will present.” 


Could any former ruling power—and Britain has been 
associated with Malaya for the past 170 years—wish for a 


better compliment to be paid on the day when she hands 
over power to a new nation? Throughout Malaya today 
there is great confidence in the future both on the side of 
Malayans and by Britons alike. British business houses 
continue to flourish and at the same time have pushed into 
top gear their training schemes for Malayans to take over 
more and more responsible positions. 

One large commercial house in Kuala Lumpur has for 
the past two years had its own scheme for training potential 
managers to take charge of giant rubber estates and palm 
oil estates. They ‘select young men—Chinese, Malays and 
Indians—and put them to work as “junior” managers to be 
taught how to run these vast agricultural undertakings. 
Several British firms, have been making inquiries about the 
possibilities of opening factories and assembly plants in 
Malaya. Many are just waiting for “loose ends” to be tied 
up before they start. building. The Malayan Government 
has offered them concessions and judging by the smoothness 
with which independence has been handed over this has 
strengthened the already substantial confidence which traders 
had in this country. Because Malaya is only partially de- 
veloped with four-fifths of its land still under jungle, much 
work still remains to be done. Already it has been dis- 
covered that large mineral deposits are to be found: under 
the steaming jungles, but whether it would be an economic 
proposition to mine them is another question. 

However, with all the Government and privafe schemes 
now afoot for “opening up” Malaya, millions of dollars 
worth of equipment is going to be needed and it is safe to 
say that the bulk of these contracts will go to British firms. 
The only point which British manufacturers must watch— 
and this cannot be stressed too often—is the need for step- 
ping up delivery dates. Malaya has products which the 
world needs and the world has the manufactured goods that 


Malaya requires with Britain as the top supplier of these’ 


goods. 
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REPORTS 


Report of Port Commission 


The Report of the Port Commission, of which Sir Eric 
Millbourn was Chairman, has been published and is now being 
considered by the Ministry of Commerce & Industry. The in- 
troduction emphasises the importance of the Port for Singapore 
and therefore the need to maintain a steady pace of improvement 
if the present advantages are to be maintained. The Report 
sets out with the fundamental considerations. First “there is 
the importance to the Far East and indeed to world trade 
generally, of Singapore’s position as a communications and a 
trading centre. Its importance as a communications centre is 
clear, not only from its impressive shipping activities, but also 
from the fact that it now possesses a very fine international 
airport. As a trading centre its vigorously thriving commercial 
life stems not from any natural agricultural or industrial re- 
sources, but from proper development of its position as a 
communications centre. This development has brought to the 
island all the facilities of modern commerce, with its banks, 
trading houses, insurance companies and marketing arrange- 
ments.” 

The second is that “without the port and the trade it brings, 
Singapore with its ever-increasing population could not exist as 
it is today”. 

Of the general trading position the Report says: “The 
unnatural pattern of trade of the war years quickly disappeared, 
if, indeed, it existed at all, but was as quickly replaced by new 
trade, bringing with it increased prosperity for Singapore. At 
the same time as the general trading prosperity of the post-war 
years, there has grown up an added trade in oil. Singapore is 
not only a bunkering port, or even merely an entrepot port for 
oil. It ranks as one of the largest storing, blending and distri- 
buting centres in existence, receiving oil of various kinds and 
despatching it to various destinations, as far afield as Japan 
and New Zealand. Finally, the Port maintains its reputation 
as a passenger port. It is not only a port-of-call and a place 
of transhipment for travellers to and from all parts of the East, 
but a terminal for many others, both businessmen and tourists; 
in more settled times it may be the main gateway for the 
development of the tourist traffic in this area.” 

But these are no ground for complacency. First, there is 
the wish of neighbouring countries to have their own ports, 
“both to enhance their prestige and increase their trade” and 
secondly, the present constitutional developments in Singapore 
will require a redefinition of the status, scope and powers of 
the Port Authority. 

After its thorough survey, the Report makes its recommenda- 
tions “To maintain the stability and tradition of efficient service 
of the Port in a changing world” they lay down two essential 
conditions; first “that the port should be essentially a commercial 
enterprise directed and operated on business lines”; and that 
“its running should be brought into line with established inter- 
national practice, and operated in a way which is generally 
accepted as conducive to efficiency, expedition and economy”. 
They therefore recomend that a Singapore Port Authority should 
be established to take over the majority of the powers of the 
present Singapore Harbour Board, and some of the powers of 
the Master Attendant such as his powers over Telok Ayer basin. 
Its jurisdiction would extend to the wharves of the Singavore 
Harbour Board, the Telok Iyer Basin, the Singapore River and 
the Roads, but they add that there should be no interference 
with the general pattern of trade in relation to the oil installa- 
tions and the Telok Iyer Basin. The responsibility of the 
Master Attendant for control of movement, for registration of 
small vessels, for navigational: aids, for security, conservancy 


or 
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and for pilotage should be transferred to the new authority. 
The Authority should consist of 15 members, 3 appointed by 
Government and including a representative of organised labour 
nominated by the Ministry of Labour and Welfare, 1 representa- 
tive of the City Council, 6 representatives of Shipowners, (2 from 
the Chinese Shipping Association, and 4 from the Singapore 
Shopowners Association), 1 representative of each Chamber of 
Commerce and 1 representative of the Lighterage Association. 
These would be chosen by the bodies they represent “in order 
to keep the authority as independent as possible, to free it of 
possible political influence, and to ensure that its members are 
persons with a real and live interest both in the general trade 
of the Port and in the working of the Authority”. On the same 
principle the new Authority should be entirely self-financing. 
They would elect their own Chairman, and a separate Chief 
Executive Officer would be appointed. The dockyard and ship 
repair organisation would become limited liability company 
wholly owned by the Port Authority. 

Finally, a Dock Labour Corporation consisting of a Chairman 
and four members, appointed by the Port Authority, should be 
set up to be resvonsible for the supply and regulation of dock 
labour on the present Harbour Board’s wharves, but not in the 
Rivers, Roads or Telok Ayer Basin. The Corporation would 
encourage the employment of labour on a permanent basis. It 
would also take over responsibility for welfare services. 

A new system of labour employment should be introduced 
to replace the present Harbour Board’s monopoly. The ship- 
owner would appoint the stevedore who would employ labour 
on board ship, while the Port Authority would continue to 
employ the wharf labour. New hours of work consisting of 
shift work with shorter meal hours should be introduced for 
dock labour. To increase efficiency, a better system of payment 
by results should be introduced. 


University Commission Report 


Also published was the report .of the Commission set up 
under the Chairmanship of Prof. R. Aitken of Birmingham 
University, to “review the constitution, working and finances of 
the University of Malaya.” Its membership included Professor 
Tara Chand of Calcutta University, Professor Prescott of the 
University of Perth, and Mr. Goh Keng Swee and Megat Khas 
from Malaya. The Commission was appointed as a result of the 
situation which had developed with certain tensions within the 
University which came to a head in difficulties over the appoint- 
ment of a successor to Sir Sydney Caine as Vice-Chancellor and 
with the wish of the Federation of Malaya to have a University 
institution of its own. 

The Report opens with a record of the unforeseen speed of 
the development of the University in its 8 years of life while it 
has maintained the direction set for it by the original Carr- 
Saunders Commission. “While Public Administration, Accoun- 
tancy and Extra-Mural activities have lingered, Philosophy and 
an Art Museum have developed”. But student numbers have 
given increased to 1700 in the ninth year instead of’ to 1000 in 
the tenth year. The ratio of Arts students to Science students 
is 23: 1 instead of the 1.5: 1 forecast by Carr-Saunders Report. 
As this report rises from the difficulties and internal straints of 
the University it is well to quote in full the Commission’s assess- 
ment of the degree of success of the University. “Furthermore, 
the University, young though it is, has achieved a place of 
respect and distinction in the communities of Singapore and the 
Federation. It receives much praise and some blame; but it is 
not ignored. Many members of its staff give their services to 
the public by assisting the Governments, by broadcasting, by 

(Continued on Page 95) 
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HK EXCHANGE MARKETS 


U.S.$ 

a ve x2. Notes Notes 
Jan. High Low High Low 
6 $587 58634 58514 58434 
? See 58744 58742 5853 
8 591 58814 58912 58634 
9 58934 58914 589 58753 
lu 58942 58812 58842 58744 
11 58834 588 583 58713 


D.D. rates: High 588 Low 585. 


Trading totals: T.T. US$4,410,000; 
Notes cash $615,000, forward $2,960,- 
000; D.D. $410,000. The market was 
steady during the week. In the T.T. 
sector, gold and general importers, 
speculators and exchange operators 
provided good demand while funds 
from Japan, Korea, Bangkok and the 
Philippines remained adequate. In 
the Notes market, demand for cash 
notes from China encouraged specula- 
tive buying. Interest favoured sellers 
and aggregated HK$1.50 per US$1,000. 
Speculative positions averaged US$ two 
million per day. The D.D. market was 
active with increased overseas Chinese 
remittances on account of the approach- 
ing Chinese New Year. 

Far Eastern Exchange: Highest and 
lowest rates per foreign currency unit 
in HK$: Philippines 1.71—1.69375, 
Japan 0.0142—0.01415, Malaya 
1.876—1.8738, South Vietnam 0.06711— 
0.06622, Laos 0.064, Cambodia 0.08, 
Thailand 0.277, Indonesia 0.1333— 
0.1305. Sales: Pesos 360,000, Yen 85 
million, Malayan $350,000, Piastre 9 
million, Kip 5 million, Rial 5 million, 
Baht 3 million, and Rupiahs 250,000. 
Chinese Exchange: People’s Yuan notes 
quoted $1.61—1.30 per Yuan. Taiwan 
Dollar notes quoted $0.15—0.144 per 
Dollar, and remittances 0.143—0.142. 

Bank Notes: Highest and lowest 
rates per foreign currency unit in 
HK$: England 15.48—15.46, Australia 
12.64—12.52, New Zealand 14.20— 
14.05, Scotland 14.00, Ireland 13.50, 
Egypt 11.00—10.00, East Africa 14.50, 
South Africa 15.45—15.44, West Africa 
13.50, Jamaica 13.50, Gibraltar 13.50, 
Malta 12.50, Cyprus 12.50, Fiji 10.00, 
India 1.1748—1.1746, Pakistan 0.78, 


Ceylon 0.92, Burma 0.55, Malaya 
1.851—1.83, Canada 5.895—5.865, 
Cuba 5.00, Argentina 0.12, Brazil 
0.06, Peru 0.26, Mexico 0.43, Philip- 


pines 1.75—1.705, Switzerland 1.345, 
West Germany 1.35, Italy 0.0091, Bel- 


gium 0.105, Sweden 1.02, Norway 
0.72, Denmark 0.77, Netherlands 1.45, 
France 0.012—0.0118, South Vietnam 
0.067—0.0662, Laos 0,.0645—0.064, 
Cambodia 0.082—0.079, New Guinea 
1.00, Indonesia 0.135—0.132, Thailand 


0.2845—0.28, Macao 1.00, Japan 
0.014225—0.01415. 
Gold Market 
Jan, High .945 Low .945 Macao .99 
6 $256%6 25644 Low 266 
7 25746 256% 
8 2583 25634 268 High 
9 257% 25714 
10 2574 25634 
ll 25716 25656 
Opening and closing prices were 


2561%4/257; highest and lowest, 258%/ 
256%. The market was steady in 
line with the US$ exchange. Interest 
for the change over favoured sellers 
and aggregated HK$1.75 per 10 taels 
of .945 fine. Tradings averaged 5,200 
taels per day and totalled 31,200 taels 
for the week, in which 8,930 taels were 
cash transactions (2,530 taels listed 
and 6,400 taels arranged). Positions 
taken by speculators averaged 11,800 
taels per day. Imports from Macao 
totalled 11,000 taels. 48,000 fine 
ounces arrived Macao from abroad last 
week; another shipment expected soon. 
Exports amounted to 9,000  taels 
(6,500 taels to Singapore, and 2,500 
taels to Indonesia). Differences paid 
for local and Macao .99 fine were 
HK$12.50—12.40 and 11.70—11.50 
respectively per tael of .945 fine. Cross 
rates 
ounce; 40,000 fine ounces were con- 
tracted at 37.85 cif Macao. US double 
eagle old and new coins quoted at 
$263—262 and $230—228 respectively 


were US$37.87—37.84 per fine 


per coin, English Sovereigns $60—59 
per coin, and Mexican gold coins 
$275—274 per coin. Silver Market: 
500 taels of bar silver traded at $5.75 
per tael and 600 dollar coins at $3.65 
per coin. Twenty-cent silver coins 
quoted $2.80 per five coins. 


HK SHARE MARKET 


The resignation of the Chancellor of 
the Exchequer in London did not affect. 
the local market last week. Trading 
however remained on a restricted scale: 
Monday $466,000, Tuesday $433,000, 
Wednesday $301,000, Thursday $390,- 
000, Friday $272,000. Interest was 
particularly centred on Dairy Farms 
and Utilities. Dairy Farms recovered 
to December 1957 level after recent de- 
cline on account of the foot and mouth 
disease found in some of their cattle. 


With the exception of Trams, which, 


improved to the highest XD price since 
last September, other shares among the 
utility group registered dips. Tele- 
phones lost 50c under profit-taking 
after recent improvement. China 
Lights and Electrics suffered slightly. 
from mild _ selling - -pressure. Other 
popular shares were HK Banks, Whee- 
locks, Lands, Hotels, Docks and Provi- 
dents. With the exception of Docks 
which recovered 50c, other shares re- 
mained at a low level. Cement had no 


buyers; sellers reduced prices reluc- 
tantly by 20c during the week. 
For long-term investment, Tele- 


phones, Lights and Yaumatis are very 
attractive at present lows. Oriental 
Telephone’s holdings of HK Telephones 
in London would soon be absorbed. by 
anxious buyers at low levels and the 
company’s expansion program indicates 


Esti- 

mated 

Annual 

Last Week’s Rate Up &Down Dividend Yield 

Highest Lowest Closing €%) 

855 850 850 —$10 $50 5.88 
76 n vi) 76s steady $3.40 . 4.47 
33 32.75 b 33n steady 32 6.06 
6.50 6.35 6.45 —Se 75 11.63 
123 s 120 120n steady $6 5.00 
52 50.50 b 50.50 b +50c $2 3.96 
11.80 11.60 11.70 —10e $1 8.55 
32.75 32.50 32.50 b steady $3.50 10.77 
1.40 s 1.35b 1.35b steady 15¢ 11.11 
15 14.80 15 —10c $1 6.67 
23.60 23.10 23.60 +50c $1.70 7.20 
125n 122b 122b quiet $9 7.38 
95.50 94.50 95 —S50c $7.50 7.89 
17.10 16.80 16.80 —40c $1.10 6.55 
27.10 26.50 26.50 —60ec $1.80 6.79 
26.20 25.70 26 —50c $1.50 5N7. 
26s 25.80 s 25.80 s —20c be 15.50 
16.60 16.20 16.50 +30 $1.63 9.88 
11.90 11.70 b 11.88 +10c $1 8.47 
5.35 s 5.25 5.30n steady- 6Se 12.26 
3.70 3.675 *3.675 n steady 25¢ 6.80 
10 9.80 b 10n +20c 80c 8.00 
1.325 1.30 1.325 steady 23c 21.13 
4.55 4.50 4.55 +5ce 50c 10.99 
8.50 8.40b 8.50 b steady $1 fi.76 


! 


January 16, 1958 


better earnings during the next finan- 
cial year. In view of the industrial 
development in Kowloon and the New 
Territories, Lights will also become 
more and more attractive in the years 
to come. In the case of Yaumatis, the 
news of the projected second vehicular 
ferry service practically rules out the 
possibility of the building of a bridge, 


thus ensuring the company’s steady 
earning. But immediate prospects of 
firmer prices are not very bright 


especially before the Chinese New Year 
(February 18). Buyers with ready cash 
will be forcing prices down as much as 
they can. 

Rubker Output—The December 1957 
crop from Amalgamated Rubber Es- 
tates amounted to 783,187 pounds. 

Dividend—The HK & _ Shanghai 
Banking Corporation will pay a final 
dividend of £1/12/6d per share for the 
year ended December 1957. The pro- 
fit for the year amounted to $21,035,- 
543.21; $4 million written off Bank pre- 
mises; $2,062,463 carried forward. 


SINGAPORE SHARES 


Business during the week ended 
January 3, 1958 was at a low ebb. All 
sections started the new year on a sub- 
dued note with prices tending to ease. 

During 1957, feature of the Indus- 
trial section was the unaccountable 
boom enjoyed from April to August 
inclusive, a period when markets are 
generally dull. More than a dozen 
companies reconstructed their capital, 
mainly in the form of free issues, and 
included Hume Industries, Wm. Jacks, 
McAlister, Metal Box, Sime Darby, 
Cold Storage and Straits Traders. In- 
dependence in the Federation heralded 

. the end of the boom, and the 2% rise 
in Bank Rate in the U.K. followed: by 
falling Rubber and Tin prices coupled 
with dismal world economic news re- 
sulted in a general decline in share 
prices up to the end of the year. 

_Tin shares, too, enjoyed a good year 
with a spate of capital returns as 
funds surplus to immediate require- 
ments were returned to shareholders. 
Share prices eased, in many cases ap- 
preciably, from September onwards, 
the main factor being the fall in the 
metal price followed by the severe 
restriction of output imposed by the 
International Tin Council which came 
into effect on December 15th. 

During the first eight months of last 
year, dollar rubbers were dull with only 
small selective support from time to 
time. Interest in this section in- 
ereased during September and October 
mainly on rumours concerning bids for 
estates. Boom conditions prevailed in 
Sterling Rubbers during May to August 
on rumours of sales of estates and 
takeover bids. 

Activity in Loans was moderate dur- 
ing the first six months, but thereafter 
remained dull. up to the close. Yields 
to redemption improved from 54% at 
the opening to 6.0% at the close. There 
is still a fair demand for scrip at cur- 
rent levels. 3 


During the week under review, Fraser 
Neave improved from $2.60 to 
$2.62% with further buyers at the 
close. Straits Times had exchanges at 
$3.80x.d.c.c.i. and $1.90x.all, Hammers 
and Straits Traders were _ steady 
throughout at $2.15 and $1.77% to 
$1.80, Wearnes eased slightly from 
$3.10 to $3.07. Amongst dollar tins, 
Petaling eased to $2.45 with further 
sellers, Sungei Way were steady around 
$1.28. Only a handful of deals were 
recorded in Sterling tins, which in- 
cluded Ayer Hitam at 24/-c.d.  Lon- 
don ‘Tin at 7/9%d, Pahang at 5/3 and 
Pengkalan Ords. at 10/7% and 10/8%. 
Ayer Panas had business at $1.65. Batu 
Lintang were steady at $1.70 as were 
Connemara between $1.42% and $1.45. 
Pajam eased to $1.10 but recovered to 
$1.15 at the close. There was slightly 
more interest in Sterling rubpvers, with 
business in Ratanui at 5/3 and Sungei 
Puntar at 1/8%. The local Loan 
market was quiet. Overseas invest- 
ments were mostly confined to the 
U.K. 


TRADE REPORTS 


Business in the local commodity 
market last fortnight picked up slowly 
after the holidays but the lack of 
foreign exchange in SE Asian coun- 
tries and the insufficient supply of 
many popular items here restricted the 
volume of Hongkong’s entrepot trade. 

Commodity prices were steady in 
general because replenishment cost of 
most merchandise remained high. 
Money was still tight among most 
local dealers but there was no large- 
seale liquidation of commodities. 

HK/China Trade—Limited quantities 
of medicinal herbs, tea, leather goods, 
embroideries, egg products, beans, tea, 
paper, chemicals and chinaware reached 
here in addition to large shipments of 
foodstuffs. Imports of cement remain- 
ed quiet but consignments of bricks 
arrived regularly. About 5 _ million 
bricks are being imported from China 
every month. Last year, imports of 
bricks amounted to 50 million while 
local brick factories sold only 11 mil- 
lion pieces because Chinese. bricks are 
much cheaper. : 

China’s exports transhipped here 
during the fortnight included foodstuffs, 
window glass and wire nails to Thailand 
and other SE Asian countries; and 
staple goods to Europe. More Chinese 
cement went direct from Canton to 
Indonesia. 

HK/Japan Trade—Cement account- 
ed for about 60% of the imports from 
Japan which amounted to 16,000 tons 
during the fortnight. Other principal 
items included beanoil, canned food, 
fruits, sewing machines, plywood, cot- 
ton textiles, chinaware, paper, dyestuffs, 
fertilizers and sundries. Exports were 
much less; only about 1,000 tons of 
cotton waste, hide, rosin, beans, wood- 
oil and_other produce besides about 
5,000 tons of iron ore. Demand from 
Japan for staples remained selective. 
There was no order for scrap iron al- 
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though freight charges for this item 
from here to Japan had been reduced. 
HK/UK Trade—Imports from UK 


dropped to about 3,000 tons. Exports 
amounting to 5,500 tons consisted 
chiefly of HK manufactures. Demand 
for HK plastics products, rubber 


shoes, wood manufactures, cotton tex- 
tiles and garments remained steady 
but purchases of China produce much 
curtailed. Weaving mills here anti- 
cipated that there might be more orders 
from UK for cloth this year in view of 
the newly introduced restriction there 
on imports of Chinese grey sheeting. 
The new regulations put China on a 
similar footing to Japan, whose ship- 
ments to UK for some years past have 
been restricted by an import quota. 
The China quota will permit imports at 
approximately the same _ level as in 
1957 which amounted to about 28 
million square yards of grey cloth. 
The quota will take effect on ship- 
ments dispatched after January 9 and 
reaching UK after March 8. 
HK/Europe Trade—Demand from 
Europe for produce also stagnant. HK 
manufactures constituted the major 
portion of about 1,500 tons of exports 
to Europe. More orders for _ shirts 
reached here from West Germany. 
Exports of pajamas, children’s gar- 
ments and ladies wearing apparel to 
West Germany also improved. Many 
local manufacturers and _ exporters 
recently appointed _ agents and repre- 
sentatives in Hamburg and Bonn to 
handle the increased volume of business. 
Exports to France remained quiet. To 
promote HK/France trade, the French 
Consulate here is encouraging local 
businessmen to visit various interna- 


tional fairs to be held this year in 
France. Tickets to the International 
Fair at Bordeaux (June 15/30) can 


now be obtained from the Commercial 
Counsellor at the Consulate. Inter- 
national fairs will also be held at 
Lyons, Marseilles, Paris and Nice. 
HK/US Trade—More orders reached 
here from US for grey sheeting, white 
shirting, shirts, garments and carved 
wood furniture but demand for plastics 
products, rattanware and firecrackers 
weakened. Imports of durable and 
staple consumer goods from US re- 
mained active amounting to 4,500 tons 
but import of American cars was not as 
large as this time last year. 
HK/Thailand Trade—Bangkok con- 
tinued to send large quantities of rice 
to the local market but purchases from 
here slowed down. Orders covered 
only a few items of metals, pharmaceu- 
ticals and chemicals. Reports from 


Bangkok disclosed that stock of various 


imports remained heavy there while 
prices low on account of weak pur- 
chasing power and tight money. 
HK/Indonesia Trade—Sugar imports 
totalled 2,000 tons. There were also 
consignments of rattan, groundnut, 
rice bran and feather but quantities 
moderate. Exports amounted to only 
about 1,000 tons. Indonesian traders 
in Djakarta were trying to establish 
contacts with HK firms for the ship- 
ment of sugar and other staples to 
Hongkong as well as for the purchase 
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of textiles, metals, building and con- 
struction materials, metalware and 
other HK manufactures. The military 
authorities in Sumatra eased restric- 
tions on barter transactions allowing 
exporters there to use 20% of pro- 
ceeds earned from exports for imports 
of a wider range of commodities in- 
cluding even luxuries from Singapore 
and Malayan ports. 

HK/Malaya Trade—The increased 
flow of commodities from Singapore 
and Malayan ports to Indonesian mar- 
kets stimulated HK exports to Malaya; 
over 7,000 tons were shipped there 
during the fortnight consisting chiefly 
of foodstuffs, sundry provisions, knit- 
wear, shirts and other wearing apparel, 
paints, plastics products, metalware and 
cosmetics. Orders reached here from 
Singapore and Kuala Lumpur covered 
mostly HK manufactures; purchases of 


foodstuffs and sundry provisions were 
mostly made direct from China. 
Direct shipments of Chinese cement 


from Canton to Malaya might be cur- 
tailed in the future because the 
Malayan Government has taken steps 
to stop China from dumping cement 
in Malaya. Authorities in Kuala Lum- 
pur said that the sales of Chinese 
cement were not genuine trading but 
were measures to get pounds sterling; 
the commodity was actually sold below 
cost. 

Prospects of further improvement in 
trade with Malaya are not very bright 
because according to the President of 
the Malayan Chamber of Commerce in 
Kuala Lumpur, a general trade reces- 
sion has hit Malaya due to lower rub- 
ber and tin prices and a cut in credits. 

HK/Philippines Trade—There were 
enquiries from Manila for oilseeds, 
beans and sundry provisions .of SE 
Asian origin but on account of the 
fact that authorities there did not 
issue any new import licence and that 
old barter certificates had expired at the 
end of last year, HK/Philippines trade 
remained at a standstill. 

Manila’s import quota for the first 
six months this year is US$200 million; 
however allocations to importers will be 
16% less than 1957. Reports from 
Manila indicated that authorities there 


would continue to maintain a very 
strict restriction on all imports. 
HK/Korea Trade—Demand from 


Korea for paper covered many popular 
items but transactions were handicap- 
ped either by low buying offers or by 
short stock. There were also. orders 
for a few items of metals, pharmaceu- 
ticals and chemicals but the volume of 
these purchases very small. 


HK/Taiwan Trade—Taiwan shipped 


here about 2,000 tons of staples; prin- 
cipal items were sugar, feather, tea, 
camphor products, ginger and citronella 
oil. Dealers here also procured about 
1,800 tons of mild steel round bars 
from Taiwan in exchange for the ex- 
port of scrap iron from here. 

Exports to Taiwan remained quiet. 
Orders from Taipei covered only a few 
items of paper, fine chemicals and 
chemicals. According to reports from 
Taipei, Taiwan’s import budget for the 
first quarter of 1958 amounts to 


US$14,170,000 which will be allocated 
as follows: to importers, $6.5 m; for 
industrial raw materials, $3.72 m; to 
government enterprises, $3.2 m; to 
direct end-users, $550,000; for reserve 
fund, $200,000. 

HK/Cambodia Trade—Cargo move- 
ments between HK and Cambodia were 
on a restricted scale. Exports consist- 
ed chiefly of HK manufactured metal- 
ware and textiles; there were also 
shipments of Chinese sundry provisions, 
sewing machines, medicinal herbs, 
chinaware and cotton goods but quanti- 
ties insignificant because China was 
sending these items direct to Cambodia 
under the Chinese Aid Program. 

HK/Vietnam Trade—Enquiries from 
Saigon covered only cigarette paper 
and a few items of HK manufactures. 
Reports from Saigon last week claimed 
that a threatened Chinese economic 
boycott there had not materialized. 
Earlier reports indicated that the re- 
cession in South Vietnam’s internal 
trade was the direct result of a Chinese 
boycott. Foreign businessmen there 
said that Chinese in Vietnam who had 
for years controlled most of the 
country’s commerce . were withholding 
capital and operating funds in retalia- 
tion against government restrictive con- 
trols over Chinese businessmen. Ac- 
cording to Government sources in Sai- 
gon, the recession is a temporary result 
of transferring some business enter- 
prises from Chinese to Vietnamese con- 
trol. 

Trade with North Vietnam remained 
on a low scale; small consignments of 
tea, rice, taro chips, poultry, eggs and 
other staples reached here regularly 
while exports consisted chiefly of 
camphor products, saccharine crystal, 
sugar, paints, glass and used tyres. 

HK/Burma Trade—Rangoon return- 
ed to the local market for groundnut 
oil, menthol crystals and_ sundries. 
There were also orders for Chinese 
sundry provisions but quantities in- 
significant. Prospects for better de- 
mand from Burma are good because 
authorities there will soon begin to 
allocate 1958 foreign exchange funds 
for imports. 

HK/Ceylon Trade—Shipments to 
Colombo were suspended last week on 
account of the wharf workers’ strike 
there. Orders from Colombo during the 
fortnight covered small quantities of 
plastics products, torch cases, bulbs 
and batteries, enamelware, cotton tex- 
tiles, wearing apparel, nylon products, 
chilli, camphor products and preserved 


ginger. 

HK/Australia Trade—Cargo move- 
ments between HK and Australia im- 
proved; imports 4,000 tons and exports 
1,500 ‘tons. Orders reached here 
covered HK cotton textiles and a few 
items of produce. In addition to wheat 
flour, frozen meat, wooltops and other 
regular items, Australia last week 
offered to supply HK with mild 
steel round bars; dealers here did not 
book any supply because prices too 
high. 

HK/Africa Trade—Imports from 
East and South Africa amounted to 
2,000 tons and 1,500 tons respectively; 
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principal items included cotton, ground- 
nut oil, tanning extract, tobacco, 
ivory, seafood, fruits and canned food. 
Exports to West Africa totalling 2,000 
tons were better than shipments to 
East Africa (800 tons) and South 
Africa (700 tons). HK manufactures 
constituted the bulk of export ship- 
ments. : 

HK/India Trade—More cotton yarn 
reached here from India in spite of 
the low price in’ the local market. 
There were also limited quantities of 
tobacco, gunny bags, and shellac from 
India. Exports consisted chiefly of 
galangal, cassia, paper, torch bulb and 
pharmaceuticals. 

HK/Pakistan Trade—Imports of 
cotton yarn from Pakistan slowed 
down; prices here were lower than new 
indents. 

HK/North Borneo Trade—Imports of 
timber, rubber, rattan, hide and other 
staples heavy (6,060 tons) but exports 
quiet. 

* * * * 

China Produce—Trading gradually 
picked up after the holidays but demand 
from Japan still covered only a few 
items (maize, sesame, woodoil) while 
Europe was interested chiefly in items 
which were short (hop seed, teaseed 
oil, woodoil, feather). The market how- 
ever registered active business with 
Singapore and Malaya; purchases cover- 
ed rosin, chilli, green pea, broad bean, 
tea, bitter almond and ginger. There 
were also orders from Burma for 
groundnut oil and menthol crystals; 
from Australia for camphor products, 
feather and tea; from Canada for 
woodoil and cassia oil but most trans- 
actions fell through on account of in- 
adequate stock. Prices were steady in 
general. Groundnut oil improved 
slightly on short supply. 

Metals—The market was active with 


China, Thailand, Korea, Cambodia, 
Indonesia and Australia interest- 
ed in_ structural steels, pipes and 


metal sheets but trading volume limited 
because most transactions were handi- 
capped by extremely low buying offers. 
Dealers here reluctant to sell at a loss 
while buyers were looking for liquida- 
tions by tight-money speculators. Con- 
sequently, there were more enquiries 
than orders from various sources. . 
Paper—Several consignments of 
paper arrived from Europe but popular 
items remained short here because new 
arrivals had mostly been sold last year 
to Korea as forwards. Demand from 
Seoul remained keen and _ covered 
woodfree, sulphite, kraft, tissue, cello- 
phane, glassine and cigarette paper 
but most buying offers were too low 
to interest local dealers. Reports from 
Seoul revealed that authorities -there 
recently ordered several consignments 
of paper from Europe direct at prices 
much cheaper than quotations from 
HK. There were also orders from 
Taiwan for sulphite and from Indonesia 
and South Vietnam for cigarette paper 
but these purchases were too insigni- 
ficant to stimulate the market. Local 
demand covered mostly Chinese and 
Japanese products including newsprint, 
art printing, woodfree, poster, kraft, 
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cap, ‘manifold, bond, glassine and straw 
board; prices firm because supply 
restricted. 

To replenish short stock here, local 
dealers booked small quantities of 
kraft, woodfree, cellophane, sulphite 
oe duplex board from Europe and 


Pharmaceuticals—Korea was interest- 
ed in streptomycin and quinine; Taiwan 
in aspirin, saccharium lactose, antipyrin 
and vitamin Bl; Singapore in sul- 
famerazine and quinine; and India in 
cod liver oil capsules. Trading volume 


small because stock here short and 
buying offers low. 
Industrial Chemicals—The market 


registered more enquiries than orders 
from Taiwan for oxalic acid, shellac, 
formalin, gum copal, red phosphorus 
and ronglite C lumps; from Korea for 
sodium nitrate, sulphuric acid, gum 
copal and tanning extract: and from 
Thailand for calcium hypochlorite. 
Trading volume very low. Marked- 
down indents forced prices here lower 
in the case of lead oxide, zinc oxide and 
copper sulphate. Prices for other 
items were steady in general. 

Cotton Yarn—Hongkong brands were 


quiries from Indonesia. Pakistan pro- 
ducts steady on firm Karachi quotations 
but trading quiet here. Indian brands 
attracted steady local demand on ac- 
count of the low price. Japanese yarn 
quiet while Korean products steady 
on low stock. 


Cotton Piecegoods—Hongkong grey 
sheeting retained steady demand from 
UK, US and Africa. French West 
Africa also purchased HK _ coloured 
cloth while US also ordered HK white 
shirting. HK drill however eased 
under the pressure of heavy stock of 
Chinese products. Chinese grey cloth 
further depressed because supply still 
far exceeded demand. Japanese grey 
steady on firm indents while white 
shirting retained strong local demand. 


Rice—Thai rice failed to improve on 
advanced cost because imports remain- 
ed heavy during the fortnight. Bangkok 
quotations were firmer because Korea 
recently bought 50,000 tons from there. 


Chinese rice remained steady in the 
local market; supply limited. Cam- 
bodia rice also firm; supply resumed 


but quantity restricted. 
Wheat Flovr—Under keen competi- 
tion from Japanese wheat flour, other 
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imported brands remained weak: US 
brands $15.80, Canadian brands $16.30, 
Australian flour $13.70 compared with 
Japanese brands at $11.90 per 50-lb 
bag. Hongkong products steady on 
low stock. 


Sugar—Imports remained heavy 
while exports quiet. Consequently 
prices weak in the local- market. Hai- 
phong was interested in Taiwan granu- 
lated but quantity involved small. HK 
granulated fluctuated uncomfortably 
within a narrow limit but closed steady 
last week on normal local demand. 
Brown sugar also heavy in stock; large 
quantities arrived during the fortnight 
from Indonesia and Africa. 


Cement—About 10,000 tons of 
cement arrived from Japan but prices 
here steady on account of strong local 
demand and curtailed supply from 
China. HK Green Island cement re- 
tained steady local consumption and 
attracted enquiries from Malaya and 
Singapore. Prospects of increasing 
shipments to Malaya good _ because 
freight charges for this item from here 
to that territory recently reduced and 
authorities there adopted measures to 
restrict the import of Chinese cement. 


kept steady by local demand and en- 


REPORTS FROM SINGAPORE 
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fostering professional and semi-professional societies, and in 
other ways. It has not confined its activities within its academic 
walls. Yet, within those walls, it has been faithful to its ideal 
of maintaining high academic standards. Thanks to the entrance 
qualifications required of the students, thanks to the methods 
employed and the success achieved in recruiting staff, thanks to 
the encouragement of research, and thanks especially to the 
system of external examiner-ships with visiting examiners, it 
has justified the boldness of the Carr-Saunders Commission, in 
recommending that an independent University, not a University 
College, should be established in 1949. That is its chief 
achievement. 

The difficulties they diagnose as the “disturbing antagonism 
between the Council and the Senate” which has been “mainly 
due to the fully understandable impatience among Council 
members to achieve national independence, and to rigidity and 
insensitiveness in the Senate towards the problems and oppor- 
tunities of developing a modern university in the Malayan setting. 
Difficulties have been aggravated by the remarkably rapid growth 
of the University and the sheer burden of administrative work 
falling upon its staff. 

The Report describes the developments on the new site for 
University buildings at Petaling Jaya near Kuala Lumpur. 
Already the First Year Arts Course has been transferred to the 
Technical College in Kuala Lumpur; the Engineering Faculty 
is to be transferred to Kuala Lumpur; an Agricultural Faculty 
is to be established there separate from the Serdang Agricultural 
College; the Muslim College at Klang has been recognised as 
an autonomous Authority of the University and will award 
Degrees and Diplomas in Islamic Studies. The Report recom- 
mends that Arts and Science courses should be organised in 
Kuala Lumpur as well as in Singapore. At present there is a 
Division of the University of Malaya in Kuala Lumpur, but 
the Commission recommend the establishment of a University 
College by April 1960. 

For Singapore they recommend the expansion of the Medical 
Faculty as recommended by the Lindsay Keir Committee, some 
expansion of the Department of Law, the development of Social 
Sciences and Administration and an increased recruitment of 


students to the Science Faculty. They also recommend the 
establishment of a University Grants Commission. 

On the future of the Nanyang University the Commission 
make no specific proposals for its relationship with the University 
of Malaya, but they recognise the substantial progress and the 
need to recognise it as a fact. Its description of the University 
is worth reporting. “Nanyang University admitted 594 students 
in March 1956, and began its second year in 1957 with 900. About 
one-fifth are women. The College of Commerce, teaching 
accounting, banking and business management, has about 150; 
the rest are evenly divided between Arts (Chinese, History and 
Geography, Education, Modern Languages, Economics and Poli- 
tical Science), and Science (Mathematics, Physics, Chemistry, 
Biology). Practically all the present students are Chinese, the 
greater number from the Chinese Middle Schools in Singapore 
and the Federation. At entry only 20 per cent of them are 
under 21 years old, while 40 per cent are 23 or over. The Univer- 
sity conducts its own entrance examination, which includes an 
examination in English, Preparatory classes for prospective 
entrants are conducted in two Chinese schools under the general 
supervision of University staff. Teaching in the University is 
partly in English (especially in Science and Economics), mostly 
in Chinese. It is the stated aim of the University to be bilingual.” 

In conclusion the Report recognises the achievements of the 
University. “Few Universities have faced such urgent and 
important tasks as those that have confronted the University 
of Malaya, in conditions of such delicacy and complexity”. The 
members of the Commission had come to appreciate “the large 
amount of ability, goodwill and enthusiasm which are at its 
command, in its own Council, staff, students and graduates, and 
among the people of the Federation of Malaya and Singapore. 
We are confident that it will not only solve its immediate 
problems, but also continue to serve Malaya, the Commonwealth, 
and the world at large with devotion and distinction.” 


Citizenship Registration 


Citizenship registration opened on November Ist with the 
Chief Minister and many leaders of communities present to 
launch the scheme. By the end of the month nearly 90,000 new 
citizens had been registered. The flow was greater than had 
been expected, but with the loyalty and alacrity of the new 
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integrated, the fact is that the trade structure of Japan is still 
in a very unstable position. 


Foreign Trade and Domestic Economy 


Export and Domestic Economy: The distinguishing feature 
of the domestic economy of 1956 was the sharp increase of 
industrial production centring around investment in plants and 
facilities, on one hand, but consumption—which followed in the 
footsteps of the higher level of income—also showed an upward 
turn, though at a slower pace. As a result, the weight held by 
export as the direct factor supporting production upswing has 
retreated to the second line. Namely, when the effect of export 
upon production expansion is estimated, it accounted for only 
about 20 per cent of the 21.3 per cent upswing in industrial pro- 
duction, being considerably lower than the approximately 40 
per cent seen in the previous year. However, the drop in iron 
and steel export is the only case that can be pointed out as an 
example in which export was checked due to expansion of 
domestic demand. 

Import and Domestic Economy: The bulk of the export 
increase for 1956 was the result of the upturn in the import of 
raw materials. Moreover, the increase in raw material import 
reached as high as 43 per cent (46 per cent when semi-finished 
goods such as iron and steel are included) over that for the 
preceding year, far exceeding the upswing in production. The 
circumstances of the case can be analyzed as follows: (a) 
Stockpiling and Supplementing of Imported Raw Material In- 
ventory: Large-scale stockpiling of imported raw materials 
took place in 1956. In other words, $460-million worth out of 
the total increase of imported raw materials amounting to $580- 
million was turned over to consumption, it being estimated that 
the balance of about $120-million went into inventory increase 
(imported raw material inventory index swung up by 44 per 
cent). Even after the onset of 1957, inventory increase continued 
all the more vigorously, the imported raw material inventory 
index for March was up 61 per cent of that for the corresponding 
month of the year before. (b) Expansion of Imported Raw 
Material Consumption Surpassing Production—Upward Trend 
of the Degree of Dependence on Import: One other reason why 
the upswing of raw material import exceeded the expansion of 
production was the fact that production upturn of industrial 
categories, whose degree of dependence on import is high, was 
relatively large-scale. 

The imported raw material consumption index rose by 28 
per cent compared with the preceding year but the upswing of 
the general raw material consumption index went no higher 
than around 22 per cent, practically corresponding with the 
increase in production. This was because the supply of domestic 
raw materials lacked flexibility and was unable to meet the 
large-scale expansion in demand. However, such a relationship 
between production and import is not an abnormal phenomenon 
seen only in the case of year 1956. Looking at it from a fairly 
long-term standpoint, a relationship—when industrial production 
rose 1 point (indices with 1950 as the base), imported raw 


teams recruited from outside government service, and with 
the co-operation of voluntary bodies of all communities, the 
scheme has worked smoothly. Che Abdul Samad bin Haji Jumat 
in a broadcast described the rate of registration as giving “solid 
proof that the constitution is being built on a firm basis of faith 
in Singapore”. In confirmation of this belief is the registration 
for National Service which overlapped the citizenship: registra- 
tion by a few days. 18,485 young men of 18 and 19 years of 
age had registered, 85% being of Chinese race. From this 
number 2,000 will be selected for training in the Singapore 
Military Forces or in Civil Defence. 
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material consumption rose by 1.7 points—can be recognized, 
revealing a gradual upward tendency of the degree of depen- 
dence upon import. 


Future Problems 


One cannot be optimistic about the prospects of Japan’s 
import and balance of international payments. When the 
problems lying in their future paths are properly arranged, 
they are as follows: (1) Upward trend of the degree of depen- 
dence on import. (2) Unstable nature of the market structure 
of trade. (3) Weakness of the commodity structure of trade. 
(4) Inadequacy of the trade structure. 

These are the problems and the path to their solution can 
be thought to be as follows: 

(1) Efforts Toward Balanced Development of Economy: 
Efforts should be directed toward the maintenance of the sound 
basic: tone of government financing in order to prevent the 
upswing of import demand bringing undue pressure to bear 
upon the balance of international payments. Various measures 
for the promotion of export should be pushéd forward, any 
moves such as the restriction of export activity through the 
phase of financing should be avoided. In respect to the domestic 
production field, it is necessary that consideration be given to 
the execution of the elimination of bottlenecks and the investment 
for the rationalization of export industries. 

(2) Fostering of International Campetitive Power: Efforts 
are also necessary toward the reduction of the degree of depen- 
dence on import through the elevation of the industrial level 
and the effective utilization of natural resources. But, because 
these have their limits, export promotion should be made the 
pivotal policy and the foundation for this is the Cultivation of 
international competitive power through the elevation of the 
technical level and the thorough rationalization of industries. 
In particular, there is a necessity to strive for the promotion 
of the heavy chemical industry to cope with the demand aspect 
of future international trade. In connection with light industry 
manufactures, which possess superior competitive power, efforts 
should be directed toward increasing their export making the 
most of their distinctive characteristics. 

(3) Trade Circumstances and Consolidation of Transaction 
System: It is essential that efforts be concentrated toward the 
opening up of new markets through means such as the activation 
of overseas activities by commercial firms in parallel with the — 
full utilization of various systems such as financing, insurance 
and inspection connected with export. There seems to be need 
for directing efforts toward the prevention of excessive competi: 
tion in domestic circles and for seeking the restoration of 
excessive competition in domestic circles and for seeking the 
restoration of diplomatic relations, the settlement of reparations, 
and the elimination of trade restrictions in the overseas aspect. 

(4) Economic Cooperation and Positive Forward Drive: 
There is need to bring about closer cooperation toward more 
positive economic intercourse in respect to non-industrialize:l 
areas, especially Southeast Asia, upon which a very great weight 
has been placed by Japan. 


